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PREFACE 


The upheavals that resulted from the first world war brought out clearly 
the need for a thorough knowledge of economic processes. Currencies, 
the evolution of the economic cycle, the adjustment or readjustment of different 
economies to the changing conditions of the modern world, international 
payments—these are topical questions that have been and are still being 
studied by the different countries, frequently in isolation. In various 
quarters, a mass of documentary material has been assembled and searching 
studies have explored the various aspects of economic phenomena. But these 
documents have not always been universally accessible, nor have economists 
always had an opportunity of comparing their views and their individual 
findings. For there are barriers impeding the free movement of ideas and 
persons. Linguistic barriers cut off one country from another and, to mention 
only one instance, delay the dissemination of many noteworthy works published 
in Scandinavia or the Far East. The non-convertibility of so many currencies, 
a phenomenon being studied by economists, is all too often a bar to the free 
movement of those economists or to the flow of scientific literature. The 
value of scientific co-operation on an international scale thus becomes obvious. 
Action sponsored by Unesco has led to the establishment of an international 
economic association with clear-cut aims to establish and develop personal 
contacts between economists in different countries through the organization 
of “round tables” and conferences, to encourage the issue of national periodi- 
cals designed to publicize theoretical trends and other information pertaining 
to economics (e.g., bibliographies, abstracts, dictionaries, translations of 
works in the less widely used languages). 

No sooner had it become established than the International Economic 
Association received a severe blow in the sudden death of its first President, 
Professor Joseph Schumpeter of Harvard University. In him it lost an 
eminent economist of international fame and a scientist who had been largely 
instrumental in the organization of the new association and in making its 
first conference at Monaco, 10-14 September 1950, a great success. 

It was in this city that the Council of the International Economic Asso- 
ciation held its first sessions. The meeting of the Council was concerned 
with the amendment and approval of the Draft Statutes and with a discussion 
of the lines of policy and the proper functions of the new Association. 
Concurrently with the meetings of the Council there was held a round table 
discussion on “the problems of long-term international balance”. Professor 
E. A. G. Robinson of Cambridge University, Professor Schumpeter, Professor 
Haberler, the present President of the Association, had drawn up the pro- 
gramme of work, which provided for the distribution before the meeting 
of a number of reports bearing mainly on the problems of international 
balance, as they affected different countries, and on certain particular 
problems, such as international credits, multilateral trade and convertibility, 
currency, budgetary and employment problems. There is no space in a 
mere prefatory note for a critical discussion of the contributions made 
during the Monaco meeting to the solution of problems of long-term inter- 
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national balance. Leaving aside the technical aspect of the assessment 
of exchange terms, and even the theoretical aspect of the exchange system, 
we shall therefore proceed to a general review of these economic problems. 
The fact that the practical effect of these problems is bound up with numerous 
historical and political factors accounts for the reports by Mr. Kaldor and 
Mr. Uri. Other speakers took up the problem of the dollar scarcity which, 
though a major anxiety for the countries of Western Europe today, also has 
its special effect on the industrially backward countries. 

Opinions were naturally divided with regard to the cause of this shortage 
and the means of relief, so that Professor Haberler jokingly divided speakers 
into two schools: the optimists and the pessimists, the former consisting 
in the main of representatives of the dollar countries and the latter of 
representatives of the dollarless countries. 

The former consider this lack of balance in payments to be due to accidental 
and temporary causes and suggest classic remedies inspired by liberal methods, 
but hedged round with numerous provisos (“if the medicine has not worked, 
it is because the patient has not obeyed the doctor’s orders”). The ideal 
remedy would be a return to free exchange fluctuations. However, as 
present-day reality is far from this ideal, we must be content with the 
advocacy of “liberal” interventionism (devaluation) or protectionism made 
equally “liberal” by the most-favoured-nation clause. 

The pessimists, on the other hand, believe that there is a permanent 
instability traceable to deep-seated causes. The disturbances resulting 
from the war, its preparation or liquidation, and the loss of numerous overseas 
markets, are factors which have merely aggravated this state of affairs. Thus 
Professor Keirstead’s explanation seems to make tacit use of some of the 
“stagnationist” arguments: lower birth-rate, slow pace of technical progress, 
disappearance of the “frontier” and of opportunities for investment and, 
lastly, monopolistic trends taking the shape of concerted restrictions on 
production and far less readiness among business men to take risks. 

To these structural changes must be added changes in the very ideology 
of the system. The traditional norm of balance at all costs in international 
exchanges is now subordinated to social demands: maintenance of a high 
and stable level of employment (with the result that the machinery of adjust- 
ment through fluctuations in this level of employment is, in Mr. Kaldor’s 
view, ruled out a priori); need for a reconstruction policy as opposed to the 
production of goods for export (stressed by Professor Keilhau) ; introduction of 
a welfare economy (mentioned in most of the reports: Robertson, Haberler, 
etc.). Mr. Kaldor boldly proposed as a really effective remedy an avowed 
policy of discrimination against the United States of America. 

That proposal was naturally rejected by the liberal optimists. A more 
diplomatic solution, which has the merit of considering exchange relation- 
ships from the dynamic and not the static point of view, was put forward 
by Professor Akerman: stability of nominal salaries allowing for a reduction 
in prices in times of technical progress, abolition of customs barriers in 
countries making rapid progress, periodical adjustment of tariffs in other 
countries, depending on their own technical advance and their position in 
the cycle. But it was agreed that the rule of wage stabilization necessitates 
an international spirit on the part of the governments and peoples concerned 
—a spirit of which there is still no evidence. 

The widest support was given to the view that a general movement of 
capital from the United States of America to the under-developed countries 
overseas would be beneficial. It was pointed out that England in the 
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nineteenth century was able to guard against the instability implicit in her 
dominant position in commercial exchanges by transferring capital to her 
dominions. 

Professor Frankel presented an interesting report in which he emphasized 
that, although the United States of America are taking over England’s role 
as the main source of loans, opportunities for investment are now less favour- 
able. Not only have the “virgin countries” practically disappeared, but 
the under-developed countries today require a new type of investment. The 
first investments made in the Union of South Africa were speculative invest- 
ments demanding quick returns; hence, their planning was rather hasty, 
leaving much to chance in the combination of production factors and the 
utilization of the available manpower and resources. It is impossible to 
substitute a new and more rational system of production for the old system 
without drastically changing the combination of factors, and this would lead 
to a further uprooting of native labour, to the disintegration of the primitive 
social and economic structure, and to a decline of agriculture, together with 
soil erosion. The resultant social instability would be quite incompatible 
with security and the yield of profits from overseas capital. A new type of 
investment is now necessary—one that brings in indirect or long-term returns, 
one that is used for raising the living standards of the native population, for 
the technical training of manpower and for the education of a select group 
fit to assume economic responsibilities. 

The Monaco round table showed that there is growing support for the 
view that the prosperity and social stability of all nations is bound up with 
the prosperity and stability of each individual people, particularly with regard 
to the maintenance or opening of markets that might banish the dread of a 
depression with its social repercussions. 





PART I 


THE PROBLEM OF LONG-TERM 
INTERNATIONAL BALANCE 


A Round Table discussion held by the International Economic Association, 
Monaco, 10-13 September 1950 


The newly founded International Economic Association took advantage 
of its constituent Council Meeting last September to hold its first Round 
Table Discussion, in which Council members were joined by a number of 
specially invited experts. Those taking part in the Round Table Discussion 
were: Professor |G. Haberler (U.S.), President; Professor J. Akerman (Swe- 
den), Professor G. Albrecht (Germany), Mr. C. V. Bramsnaes (Denmark), 
Mr. L. Camu (Belgium), Professor F. Celikbas (Turkey), Professor L. Dupriez 
(Belgium), Professor G. A. Elliott (Canada), Professor V. Fowke (Canada), 
Professor Sir Hubert Henderson (U.K.), Professor W. Hoffmann (Germany), 
Mr. A. Kaan (Netherlands), Mr. N. Kaldor (U.K.), Professor W. Keilhau 
(Norway), Professor B. S. Keirstead (Canada), Professor J. G. Koopmans 
(Netherlands), Professor E. Kiing (Switzerland), Dr. H. B. Lary (U.S.), 
Professor A. P. Lerner (U.S.), Professor W. Leontief (U.S.), Mr. G. D. A. Mac- 
Dougall (U.K.), Professor R. Mossé (France), Professor W. Rappard (Swit- 
zerland), Professor L. C. Robbins (U.K.), Professor D. H. Robertson (U.K.), 
Professor E. A. G. Robinson (U.K,), Mr. J. Rueff (France), Dr. Hans Staehle 
(U.S.), Professor R. S. Suvla (Turkey), Professor I. Svennilson (Sweden), 
Professor J. Tinbergen (Netherlands), Professor V. Travaglini (Italy), Mr. P. 
Uri (France), Professor J. Van Sickle (U.S.), Dr. E.R. Walker (Australia), 
Professor J. Weiller (France), Professor X. Zolotas (Greece); Professor T. 
C. Koopmans (U.S.), Econometric Society; Mr. P. W. Martin, Unesco. 


A number of background papers had been prepared, to fit into the dis- 
cussion plan as follows: 


THE PROBLEM OF LONG-TERM INTERNATIONAL BALANCE 


Tue NATURE OF THE PRoBLEMs : Discussion opened by Dr. H. B. Lary. 
Background papers’: 


(a) Country Studies: 


Some observations on the possible. future 
trends in the international economic rela- 
tions of the United States. .  . . Professor W. Leontief 
The long term problems of the United 
Kingdom in relation to international 
balance. .. a et. Vas . Professor E. A. G. Robinson 
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Note on the long term trends of French idee 


wade. . . . Professor J. Weiller 
The determinants of the Belgian economic 

situation. . Professor L. Dupriez 
The problem of long term international 

balance: Dutch aspects . . Professor J. Tinbergen 
Notes on Canada’s position in international 

Gude . Professor G. A. Elliott 


Some aspects of investment ‘and economic 

development: The Continent of Africat. _ Professor S. H. Frankel 
General aspect of the problem of Turkey’s 

balance of payments. . . .  . Professor R. S. Suvla 


(b) Special Studies : 


The conditions of multilateral trade! . ‘ Professor B. S. Keirstead 
The Schuman Plan and certain problems of 

international economics! . , ‘ ; Mr. P. Uri 
The terms of trade! . 3 ‘ ‘j Professor D. H. Robertson 
Some notes on the terms of ‘nates’ ; . Dr. H. Staehle 
The future of the terms of trade! . ‘ . Mr. Colin Clark 


INTERNAL PoLicy IN RELATION TO EXTERNAL BALANCE: Discussion opened 
by Professor Sir Hubert Henderson 


Background papers : 


Basic remarks on the relations between inter- 

nal policy, inflation and externalbalance?. _ Professor W. Keilhau 
Employment policies and the alia of 

international balance}. 5 ‘ .  Mr.N. Kaldor 


CoMPARATIVE ADVANTAGES, TARIFFS AND THE PROBLEMS OF BALANCE IN 
ProcrReEssinG Economigs: Discussion opened by Professor L. Dupriez. 


Background papers: 
Real cost, money cost and comparative 

advantage! ee . _ Professor G. Haberler 
Some practical illustrations and applications 

of the theory of comparative costs' . Mr.G.D.A. MacDougall 
The problem of international balance in 

progressing economies' . . . . Professor J. Akerman 


Since shortage of space does not permit of the publication here of all back- 
ground papers, it has been decided to omit, with a single exception, all the 
special studies of particular countries. The material included in them 
was, by design, largely of an ephemeral nature and is, in most cases, available 
elsewhere. It did, however, provide an essential background for the dis- 
cussion. 


1. Reproduced below. 











Other papers have been somewhat curtailed for publication. 

In presenting the main outline of the Round Table Discussion itself, it 
has been found possible to give only a general indication of the ideas expressed. 
In most cases, any elaboration of arguments has had to be omitted, and 
supporting examples and figures have almost entirely vanished. 
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A. BACKGROUND PAPERS 


SOME ASPECTS OF INVESTMENT 
AND ECONOMIC DEVELOPMENT: 
THE CONTINENT OF AFRICA’ 


by S. H. FRANKEL 


I have endeavoured in this paper to focus attention on some fundamental 
issues which are in some degree common to Africa south of the Sahara. I 
hope to contrast the basic nature of the investment problems with which 
the modern world is faced in Africa with those which now predominantly 
engage the attention of economists in the highly industrialized economies 
of Europe and America. In these latter attention has in our generation 
been increasingly concentrated on problems of investment in relation to 
anti-cyclical policy. In Africa, we have to examine the problems of capital 
investment and accumulation, and the role of capital itself, in more basic, 
and indeed more “human” terms. 

Societies necessarily picture the future in terms of the habit patterns of 
expectation formed by their past experience. It is therefore not surprising 
that the European colonizing powers, as I endeavoured to show in my book 
on capital investment in Africa,? originally thought of their task of pacifying 
and opening up the continent very much in terms of investment in railways, 
roads and communications which, it was hoped, would, as was the case in 
America, pave the way for the migration into an “empty” continent of 
European peoples who would “naturally” proceed to develop its resources. 
The construction of a basic framework of communications was in any case 
an inescapable burden. It was necessary for strategic and administrative 
reasons; without it the African continent south of the Sahara would have 
remained as closed to the world economy as it had been almost since the 
dawn of history. 

Most of this framework of modern administration and economic inter- 
course had to be paid for by investment from abroad in the form of govern- 
ment grants, loans, military expenditure and the like. Private investors did 
not and could not have been expected to undertake the task since the individua] 
net product was insufficient, and was never expected to be other than insuffi- 
cient, to meet the current yield expectations of investors. Of the total capital 
invested in Africa from 1870 to 1936, nearly one half was supplied by govern- 
ments or public authorities. Of the remainder, a large part has been 
connected with mining and exploration activities, especially gold mining; 
and therefore in directions where the expected individual net product to 
private enterprise was assumed to be considerable, or at any rate speculatively 
attractive.® 

The construction of the modern economic framework in Africa did not, 


1 This paper has been abbreviated for publication. 

2 Capital Investment in Africa. Its Course and Effects. Oxford University Press, 1938. 

3 In all speculations the individual winners are, fortunately or unfortunately, onal unaware 
of the extent of the losses of those who are unsuccessful. The overall yield of the capital 
invested in mining enterprise in Africa illustrates this very forcibly. Africa has in one sense 
profited much from the over-optimism usually displayed by gamblers. 
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however, for political, economic and climatic reasons, bring with it the 
expected large migration of European peoples with the social and psychological 
heritage of modern industrialism. On the contrary, the foundation of all 
modern economic development was provided by the psychologically, socially 
and economically unadjusted labour of its indigenous peoples. 

This led to the development of a peculiar pattern of economic production, 
the characteristic feature of which is the employment of a relatively very 
large proportion of unskilled, undifferentiated, indigenous labour which 
tends to be increasingly divorced from employment on the land, and even 
from residence on it, with a consequent continuous increase in urbanization. 
Mining enterprises typify the pattern of production which characterizes 
economic evolution in Africa under the impact of investment from abroad, 
and in them is exposed, in an extreme form, the general dilemma which 
the modern world at present faces in African economic development. 

Whenever governments or private agencies utilizing capital from abroad 
have to service debts or provide the foreign investor with a sufficient yield 
on equity capital to ensure further supplies, the development of industries 
exploiting mineral and other natural resources for export is inevitable. This 
means that the economy, having undertaken the capital investment to provide 
a basic modern economic framework, must detach labour from the indigenous 
social pattern of tribal economic organization, unless migration from abroad 
provides the whole range of the required complementary labour and skill. 
Indigenous labour will perforce have to be used to yield exports to meet the 
external payments obligations and to pay for imports not covered by invest- 
ment from abroad. Indeed, it will be necessary to detach labour from the 
indigenous economic structure even for the original capital construction 
of the framework, and to engage in those types of production which will 
yield immediately the greatest individual net product. This is inescapable 
unless capital is made available for such long periods of time, in such amounts, 
and on such easy terms of debt service, that it is possible to use it for very 
long-run improvements. I have in mind improvements which will develop 
the efficiency or productivity of labour itself—using the term in its widest 
sense to include organizational, managerial or entrepreneurial ability. I 
also have in mind improvements to “land and natural resources”, for example 
new or more suitable types of plant and animal life, soil conservation, water 
supplies and the like. 

The line between capital and the whole “heritage of improvement” is 
not and never can be a hard and fast one. When there is a change from 
one type of economic and social organization and way of life to another, 
society may require resources to enable it to support itself during the process 
of transition and while it is engaged on acquiring the new social heritage. 
Resources so utilized are as much “capital” as are machinery or factory 
buildings or other kinds of “saleable” property. Such resources might 
consist of food imports to enable a part of the society in question to devote 
itself to scientific research and experimentation, to study, to teaching, or to 
acquiring new skills in administration or industry. 

Unfortunately, financial Fairy Godmothers are rare. Consequently 
the immediately possible pattern of economic activity involves the employment 
of that type of labour and those natural resources which are at hand, or can 
very soon be brought into combination, in order to yield a sufficient and not 
long deferred net product. The need to resort to such combinations of 
factors as are immediately possible has grave consequences, because it results 
in a particular pattern of economic activity which tends to perpetuate itself. 


12 














It creates its own vested interests. It makes difficult the establishment of 
other forms of the productive combination of resources. Indeed it may 
lead to the establishment of legal and social sanctions specifically designed 
to prevent any change which will alter the production pattern itself. Such 
sanctions already permeate the whole of the South African economy. 

In all African territories the development of modern methods of economic 
organization is in greater or lesser degree accompanied by increasingly 
rapid disintegration of the indigenous economic and social structure. How- 
ever primitive those indigenous institutions may now appear to Western eyes, 
they did in fact provide the individuals composing the indigenous society 
with that sense of psychological and economic security without which life 
loses its meaning. 

All economic development involves a process of disintegration of previous 
patterns of economic cohesion. But whereas in the highly industrialized 
countries of Europe and America we have come to take for granted—far too 
readily, I fear—this process of disintegration and subsequent re-integration 
of the “factors of production” into new and “better” combinations (assuming 
the “right” decision of policy by the economic elite, whether composed of 
private or public entrepreneurial agencies), in Africa we take any such 
process for granted at our peril. For in Africa, as we have seen, the factors 
of production cannot be assumed to be ready for re-combination. They 
are highly specific to a particular way of life and work which had previously 
achieved an equilibrium within a narrowly circumscribed ecological and 
human environment; they are not as a rule capable of successful re-com- 
bination into a variety of new patterns of production. On the contrary, 
they tend to be re-combined into patterns of activity which may give rise 
to grave problems of social and economic instability, and may eventually 
involve comparatively heavy social and economic costs, just because there is 
no time for their necessarily slow preparation for stable integration into a 
new economic and social whole. 

This time period of preparation is, of course, again but another name for 
the supply of the necessary subsistence or capital fund on which the community 
can draw in its transition from the old to the new. Without the expenditure 
of “capital” on its improvement most African labour can only be used at 
present for its physical brawn. It cannot be utilized in any other economic 
capacity. But such capital expenditure, for example on re-location, involves 
vast changes in “consumer habits”. The whole way of life of the people 
concerned is affected—their diet, the “protective” clothing they require, 
the housing suited to their new urban conditions, and a large range of other 
needs which must be met for physiological reasons to ensure the social health 
and economic efficiency of the transplanted community. 

In the first round of development the new society is not burdened with 
all these social or capital costs because broadly speaking the modern sectors 
of the economy make use of migrant labour, i.e., of labour not fully detached 
from its indigenous economic structure. But such a system of migrant labour 
finally leads to the undermining of the rural economy which serves as its 
base, owing to the progressive deterioration of the whole social and economic 
ife of the indigenous structure as it is drained of its able-bodied and more 
enterprising members. Thus the labour force becomes progressively de- 
tribalized until finally the modern sector of the economy has to provide for 
the whole social and capital cost of maintaining a large and relatively unskilled 
urban proletariat. If urbanization and the destruction of the rural economy 
are rapid the process may even destroy a considerable part of the previous 
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“subsistence” production and of the man-made improvements in the indi- 
genous economy. ‘That subsistence production is, of course, bound in any 
case to be inadequate to supply the food and other agricultural requirements 
of the new urban population. Consequently the economy comes to be faced 
with the need for developing new patterns of agricultural production and has 
to shoulder the burden of the additional capital costs thereof; it may indeed 
have to save the land itself from erosion and other forms of deterioration. 
In this connexion it must always be remembered that the indigenous rural 
economy has not the knowledge, skill or capital to initiate these changes 
itself, even if the physical labour resources which remain on the land are 
sufficient for the purpose. 

The short-fall in food production can be made good by imports which, 
unless paid for by greater exports (which would of course lead to an even 
more rapid disintegration), would have to be financed by capital from abroad. 
Yet even this latter alternative is, apart from the capital costs involved, not 
at all as simple a process as might appear to be the case. It too requires 
considerable changes in food-habits, tastes and distributive organization 
which may require a long time to bring about. 

It is on account of the increasing rapidity of the process of disintegration 
to which I have referred that there have been growing demands in all African 
territories for greater expenditures on “Welfare”. A very large part of these 
expenditures simply reflect the unavoidable social capital costs of change 
which have to be borne, either equally or unequally, within the community, 
unless the human suffering which change involves can be mitigated by gifts 
or not too burdensome capital investment from abroad. 

In the Union of South Africa the dilemma of disintegration is most clearly 
visible because industrialization has there proceeded further than elsewhere 
in Africa. The gap between the inadequately equipped indigenous prole- 
tariat and the demands of modern production for skilled labour and entrepre- 
neurial activity is filled by the European middle and artisan classes. By 
reason of the original scarcity of the types of services which they supply they 
have been able to entrench themselves in an economic position which yields 
them a relatively high standard of life and prevents others from attaining it. 
Economic development thus continues to proceed on the original pattern 
of production, which comprises a relatively small number of Europeans in 
positions of responsibility and a proportionately large number of unskilled 
Africans carrying out their commands. Indigenous rural economy is in 
process of very rapid destruction. 

Thus the Union of South Africa is confronted with the vast costs of urban- 
ization, and the growing need for rural rehabilitation, but is not psychologi- 
cally prepared in the face of prevailing political, social and economic attitudes 
to break the fetters of the original production pattern. Thus it fails to diversify 
production and increase productivity. Broadly speaking the economy is 
still as dependent on extractive industry and on capital from abroad to 
finance it as it was at the beginning of the century. 

It may be thought that the economy of the Union is, after all, only a 
special case, owing to the existence of a relatively large home-born and 
dominant European population. But such a view obscures the real nature 
of the dilemma of disintegration, however much racial and economic discri- 
mination is to be deplored. For even when it is absent “the barrier of time” 
still remains throughout Africa, whether it be in mines or plantations, in 
private factories or in public enterprises. The social heritage is so meagre 
relative to the modern requirements of economic production that any rapid 
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economic change leads to the disintegration of indigenous society—even 
where there is no permanent European population. There is the same 
problem of a growing urban proletariat on the one hand, and on the other 
hand the need for some form of “economic elite” from abroad, since an effec- 
tive elite capable of modern enterprise as yet hardly exists within most African 
territories. 

Thus the African peoples are themselves caught up in the vicious dilemma 
of change. They fear the creation of a situation such as that which exists 
in the Union of South Africa, and consequently mistrust the importation of 
skilled economic leadership from abroad, and even the creation of a new 
class of economic leaders at home. Yet while distrusting and fearing change, 
many desire its fruits and wish to benefit from the life and thought of the 
modern world, often oblivious to the large social and economic costs thereof 
in relation to their meagre resources. 

Given therefore the need for capital to promote change, how is it to be 
obtained and how can it be applied without the development of structural 
patterns of economic activity which disrupt the old yet do not build new 
stable economic and social relations? ‘That is the question which faces 
Africa and the world. I cannot here attempt to do more than pose the 
question and I would not presume, fully aware as I am of the extent of the 
problem, to answer it. 

It remains to consider how the psychology of investment from the stand- 
point of those supplying capital from abroad has been affected by the vast 
changes that have taken place in Europe since the turn of the century. It is 
well to remember that the climate of opinion in which the great speculative 
investments in Africa took place when Europe was the world’s banker has 
suffered a great change. Gone are the days when the opening up of Africa 
could be looked upon as a natural part of Europe’s economic and financial 
expansion. Gone is the easy belief that given only communications, order, 
and “good” government, Africa’s natural resources would automatically 
yield an adequate return to those supplying equity capital for their develop- 
ment. The supply of risk capital is at a premium in Europe itself. The 
complex financial structure, with its far-reaching personal links and experience, 
built up by a generation of venturesome European investors in relation to 
Africa, has not yet been created in other capital markets on which Africa 
might draw. It may indeed never again be built on the pattern of the 
past. 

Nor is the continuous supply of capital by the governments of European 
powers, or their agencies, more certain. Quite apart from the fact that 
supplies of such capital are by no means permanently assured, there are new 
factors of importance which have only become apparent recently. Firstly, 
there is the fact that much of the capital now needed in Africa is for purposes 
other than the construction of that economic framework to which I have 
earlier referred. To an increasing extent it has become necessary for govern- 
ments to endeavour to finance enterprises which in one form or another 
could previously be left to private enterprise. But the institutions and 
experience for this new kind of investment are still lacking. 

Secondly, there is the fact that European colonial powers no longer 
exercise sovereignty to the same extent as previously, so that the automatic 
existence of legal and constitutional safeguards for private persons or for 
governments themselves in relation to investment in African territories 
previously under their rule can no longer be taken for granted. African 
nationalism carries with it perhaps even more than the usual dangers which 
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foreign governments or nationals have to fear from the unpredictable policies 
of sovereign nation states. 

Thirdly, the very social and economic disruption to which we have referred 
is making the future course of economic development in Africa and its poli- 
tical repercussions more uncertain. Latent tensions are being released 
which may affect not only the productivity of capital itself but the willingness 
of external] investors, public or private, to become involved in them. 

Thus one can sum up by saying that the problem of economic development 
in Africa has in fact ceased to be, if it ever was, a narrow economic question. 
By this I wish to convey that it is no longer merely a question of encouraging 
capital investment and economic development in specific directions in response 
to the expected economic opportunities for particular types of enterprise; 
nor is it a question of undertaking particular developments in accordance 
with the strategic or political requirements of the outside world. It is a 
question of incorporating Africa into the world economy at a rate and in a 
manner which will not endanger the peace and political stability of Africa 
itself. 

Africa has become a problem of world statesmanship; the “White Man’s 
Burden” has become the burden of the free world in much more than meta- 
phorical terms. For as long as we can foresee, Africa itself will not be able 
to provide even a small fraction of the economic framework required to make 
it a more effective part of the work and life of the outside world. Much 
patient and persistent effort will be required to create new financial, economic 
and administrative institutions for the development of the productivity of 
its people. 

It is also clear that capital investment in and by itself is not the answer 
to Africa’s economic problems, and that the process of investment especially 
cannot be thought of in merely abstract terms or in terms of broad statistical 
aggregates. Far greater attention has to be devoted to the particular insti- 
tutional manner in which it is supplied and used so as to ensure that it will meet 
the need which perhaps dominates all else, the need to fashion new economic 
structures which will prove to be socially stable. This really means that 
Africa’s need is for more capital of a kind which cannot yield, and should 
not be expected to yield, immediate net returns. 

Whether such capital can in fact be supplied in sufficient amounts, and, 
if so, how it can be effectively mobilized for, and effectively applied in a 
continent so ill equipped with complementary human factors of production, 
and in the face of such great ecological and environmental difficulties, we 
do not yet know. In that ignorance lies the challenge of Africa to the free 
creative world. 


16 














THE CONDITIONS OF MULTILATERAL TRADE!’ 


by B. S. KerrsTeap 


I 


Of recent years there has been a pronounced trend away from the conditions 
of liberal commerce. The causes of this trend are not to be found, as polemic 
literature might suggest, in either the wickedness or the stupidity of men, 
but rather in deep-lying social forces. It is unlikely that freedom can be 
restored to international commerce as long as the conditions which led to 
restrictive practices continue to exist. 

Economic theory, in the usual sense, does not carry us far in this inquiry. 
We may simply observe that the attention given by recent theory to the 
income effects of international balances has influenced governments, so 
that no country today, in the words of Lord Keynes, “will accept deflation 
at the dictate of influences from outside”. Thus the old device of maintaining 
balance in international payments by the inflation or deflation of national 
incomes is no longer practicable. We are left, as Professor Metzler points 
out, with the choice of changing ‘the ;value of currencies on the internat- 
ional exchanges or of tackling in some new way the problem of international 
investment flows. 

Exchange manipulation can, as recent experience has shown, correct 
short-run disequilibria in international payments. It remains an open 
question whether it is an adequate policy to restore the confidence and security 
necessary for the full resumption of long-term international investment or 
even for the restoration of complete convertibility of such currencies as 
sterling.? 


II 


I turn, therefore, to a consideration of the causes which have produced 
the current trend towards mercantilist policies, and especially those causes 
which have affected the nature of international capital movements. 

We have already spoken of one of these causes. There has been widespread 
public insistence, everywhere, for domestic policies to maintain high levels of 
employment. The satisfaction of this demand has removed the possibility of 
maintaining international equilibrium by means of internal income (and 
employment) fluctuations. When, indeed, we speak of an equilibrium rate 
of exchange today we mean that “which keeps the country’s international 
accounts in equilibrium over a period of several years (on the average) without 
having caused undue deflationary (or expansionist) pressures, or necessitated 
additional import restrictions, therein”. This view is accepted by the experts 
of the Walker Committee who drafted the Report on National and Inter- 
national Measures for Full Employment, for the United Nations. That the 


1 This paper has been considerably condensed for publication. Parts I and III, as here 
printed, summarize an argument that was desea much more fully in the paper originally 
submitted to the Conference. 

? In his original paper, the author discussed this question at some length and concluded that 
pages manipulation, while helpful, was not a sufficient policy for the restoration of 
ree trade. 

* A. I. Bloomfield, “Foreign Exchange Rate Theory and Policy” in The New Economics, ed. 
S. Harris, New York, 1948, p. 303. 
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qualification of the phrase “without undue deflationary pressures” means 
a considerable departure from nineteenth century theory and practice we have 
already observed. There is some conflict between the domestic objective 
of full employment and the external objective of equilibrium in the balance 
of payments and full participation in a free-trading, specializing international 
economy. It is neither economically desirable nor politically practicable to 
resolve this conflict by sacrificing the domestic programme. This fact is 
admitted in the structure of the International Monetary Fund, as well as in 
the discussions which preceded it, and in the subsequent argument of the 
Walker Report. Thus the resolution of conflict between the two desirable 
objectives must be found, as the Walker Report urges, in consolidating and 
synchronizing international schemes for full employment, so that national 
economies may be exposed to unrestricted freedom of trade without danger 
to domestic full employment policies. 

Before, however, this point can be further developed, it is necessary to 
turn to some of the other causes which have destroyed the classical model of 
international trade. Not only have governments had to recognize the neces- 
sity of providing high levels of employment and some degree of what is called 
social security, they have also had to look upon questions of international 
trade from the point of view of defence. Though economists, by tradition, 
have echoed Fox’s words, “Good God, Sir, is peace then but the pause between 
two wars!”, and have insisted on applying the term “normal” to peace- 
time conditions, the historian has been obliged to protest that man’s normal 
state has been one of war. Perhaps during the nineteenth century, although 
there must have been but few years when war was not raging in one place 
or another, it was possible to disregard these smal! wars as scarcely disturbing 
the general tenor of European life, and to speak of peace-time conditions, 
in this sense, as normal. But, for the past 50 years there has hardly been a 
time when the great powers were not preparing for war, engaged in war, 
or rebuilding after war. The economic effects of war are a very definite, and 
in that sense, normal, part of our economic life. To ignore them on the 
grounds of their abnormality is to define the scope of economics in a manner 
destructive of its usefulness in our age. 

Adam Smith himself admitted, as an exception to his general condemna- 
tion of mercantilist legislation, the British Navigation Acts, because they 
were, in his opinion, essential for the maintenance of the Royal Navy. On 
similar grounds today governments justify the development of uneconomic 
industries, or the encouragement of sub-marginal agriculture, so that these 
sources of supply might be available in time of war. We may argue that the 
economics of strategic materials contribute to the probability of war, while 
the economics of free trade, by bringing people into friendly and inter- 
dependent relationships, make the decision to wage war more difficult and 
less likely. While this is no doubt true, the other causes of war are such, 
today, as to make certain economic precautions a necessity for the govern- 
ments of the great powers. I think economists are rather wasting effort in 
arguing against what seems to me to be a plain political fact. We must 
realize that political realities, though excluded from the scope of our theoretical 
studies, are quite as real and quite as determining as purely economic factors. 

Not only does the preparation for the next war interfere with the free flow 
of trade, the consequences of the last war are such that a restoration of free 
world trade, even were no future war immediately to be feared, is highly 
improbable for some time to come. You cannot destroy a third to a half 
of the productive power of Europe, deprive the markets of the world of their 
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traditional sources of supply, plunge into chaos the international system of 

exchange, banking and credit, divide the complementary Eastern and 
Western economies of Europe into two separate and non-communicating 
departments, turn the world’s greatest creditor into the world’s greatest 
debtor, and at the same time expand two-fold, or thereabouts, the productive 
capacity of the North American continent, and then expect a ready resumption 
of “normal” and balanced trade between Europe and America within a 
matter of four or five years. This requires fundamental structural changes 
in the world economy. 

Less obvious to Europeans, perhaps, are the structural changes which 
have become necessary in what were formerly staple exporters. I might 
illustrate with a brief reference to my own country. Canada, traditionally, 
has relied upon dollars earned by the export of staples to the British and 
other overseas markets to pay the deficit on current account with the United 
States. The inconvertibility of sterling has made it impossible for Canada to 
maintain this customary pattern of trade. We have increased our exports 
to the United States, but our imports have also increased. In recent months 
our position has improved, and with the great development of Western oil, 
the expansion of our newsprint industry, and the potential developments 
in Ungava and Labrador, is likely to continue to do so.! 

The Canadian economy, however, is a regional one and the economic 
regions coincide in large measure with political and cultural divisions. The 
Atlantic Maritime and the Prairie provinces have been those which have 
depended for income and employment on exports to the British market. 
The developments which are required to expand our newsprint and mineral 
exports to the United States are concentrated in the central provinces of 
Quebec and Ontario and, to some extent, in British Columbia. Thus, a 
regional recession, with consequent political strains on Canadian federalism, 
is a likely effect of the reduction of British purchases from Canada. 

Yet this is what we must expect if the United Kingdom is unable, after 
the end of Marshall Aid, to pay in dollars and if we are unable to accept 
inconvertible sterling. The alternative of an American market for our 
farm produce is improbable, unless there is a really revolutionary change in 
American tariff policy. Thus Canada suffers both from the kind of pro- 
tectionism which Labour Britain has adopted and from the traditional 
protectionism of the United States. 

Even if Canada were able, eventually, to balance her payments with the 
United States, many Canadians have a fear of too great a dependence on the 
American market. This fear may not be soundly based. Yet, even when 
in the past some 40 per cent of our exports went to the United States, we found 
ourselves over-exposed to the economic vicissitudes of the American economy 
and the sudden vagaries of American politics. ‘Today, with 60 per cent of 
our exports destined for American markets, some of us have a sense of disquiet 
about the possible effects of American tariff action supposing there was some 
recession in the American economy. There is also, to be frank, some fear 
of the possible political consequences if we should become purely tributary to, 
and dependent upon, the United States. 

Thus the war has led to dislocations in the whole world economy. I 
cannot see how we can hope to see the structural adjustments made, the 
new policies worked out, the new attitudes of mind develop, all in a space 


1 See G. S. Watts, Some Long-Term Factors in the Canadian Balance of International Pay- 
ments, Canadian Journal of Economics and Political Science, Vol. 16, No. 1, February 1950. 
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of five years. And to these changes, which will necessarily take long to 
come about, we must add the extraordinary burden of debt represented by 
the sterling balances, and the effect of the division of Europe. In these 
instances we have, not a question of a slow structural change, but semi- 
permanent obstacles to any restoration of an equilibrium in international 
payments. It is not strange, in the face of all this, that many governments have 
adopted mercantilist policies to protect themselves against economic collapse 
during the emergency post-war period. Even governments like the Canadian 
Government, which are devoted in principle to free world trade, and which 
have an overwhelming interest in its restoration, have been obliged to protect 
their domestic economies against the ruinous effect of temporary conditions, 
by recourse to protective and so-called bilateral devices. 

But I have begun, you may well believe, at the wrong end of this story, 
speaking first of these recent events. Wars frequently accentuate or accelerate 
processes already begun, though perhaps scarcely noticed in the moderate 
pace of peacetime development. What we have spoken of as the conse- 
quences of wars on the structure of international commerce might more 
properly be ascribed in part to a longer process of capitalist society, a process 
which war has intensified and exaggerated. 

It has been argued! that the free trade era, far from exemplifying the 
application in practice of universal rules which had been perceived by pure 
reason, was an incidental stage in the development of industrial society, whose 
historical principles have mistakenly been exalted into absolute, universal 
and historically transcendant truths. The British nineteenth century economy 
was a competitive one within itself, but it had an enormous lead over other 
potential competitors, and this advantage could be preserved by keeping 
down the cost of the labourer’s food and the cost of imported raw materials. 
Competition at home was a further spur to continuous innovation as well as 
to a constant watchfulness for cheaper sources of food and raw material 
supply. Cost inflation at home could be prevented by investing foreign 
surpluses abroad, which had the double effect of stimulating foreign demand 
for British products and reducing the real costs in the extractive industries 
of the tributary and complementary economies. 

Eventually, of course, German and American competitors grew up behind 
the tariff walls which protected them in their infancies, and they began to 
compete in foreign markets. British industry itself felt the need of security, 
which it sought in trustification. In the case of Britain, however, trustifi- 
cation came, not so much as a result of large-scale formation, but rather as 
a pooling of old, rather small firms, seeking security from mutual competition at 
home and a united strength to demand of the Government protection from 
abroad. This had a most disastrous effect on the technical level of British 
industry. Thus, even before the war of 1939-45, American technology 
had in many respects surpassed British technology, and the war-time process 
simply accelerated what had already been going on. 

Now the United States, which has come to have the greatest stock of 
free capital in the world, has not taken the place of the United Kingdom 
as an exporter of venture capital. This has been partly explained by the 
difference in the psychology of American business men, who have learned 


1 I have in mind here a paper by Dr. K. H. Niebyl, entitled “Some Suggestions Concerning 
the Theory of Foreign Trade and in Particular the Change in Function of International 
Capital Movements”, which has not yet been published, but which was read in February 1950, 
before the Economics Seminar at McGill University. I am indebted to Dr. Niebyl or 
permission to make use of this paper. 
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to look at home for chances of enrichment, and who look with suspicion at 
foreign ventures, and partly by the more attractive opportunities for invest- 
ment within the United States. These explanations, however, seem partial 
and superficial. We must look further, I suspect, for the relative failure 
of private American capital to seek investment abroad, or to do so in sufficient 
quantity to restore the balance of payments. (Even in Canada, which has 
been relatively attractive to American capital, the flow of American invest- 
ment has been insignificant in relation to the trade balance.) It is probable 
that the flow of private foreign lending was, in any case, drying up, and that 
to this process the shift of the major lending power from the United Kingdom 
to the United States was incidental. 

The reasons for this I believe to be as follows. In the first place the 
opportunities for complementary investment abroad were diminishing. In 
country after country the frontier had disappeared, or the opportunities 
beyond the frontier looked thin and risky. The purposes, moreover, for 
which foreign capital was sought were competitive rather than complementary 
to the metropolitan economies. 

In the second place, the general decline of competition in the mature 
economies made corporate investors even more chary of investing abroad 
to create capital which might expand world capacity in an undesirable way. 
Many corporations have preferred to hold their surpluses in portfolios of 
government and other bonds rather than increase real investment. 

This reason for caution is augmented, in the third place, by the search 
for secure profits in the form of a well-differentiated product rather than as 
the reward of risk. It is true, on the other hand, that foreign investment 
can be stimulated, under these circumstances, by appropriate tariff action. 
Thus American industry was tempted by the Ottawa Agreements to establish 
branch plants in Canada in order to benefit from the Imperial preferential 
rates. On balance, however, the search for a monopolistic position leads to 
cartel arrangements and restrictive practices, including agreed restriction 
on overseas capital expansion. 

This psychology is further strengthened, finally, by a caution which is 
political in origin. In the bad old days, if governments unlikely or incapable 
of giving adequate protection to foreign investments came to power in the 
undeveloped countries, it was possible to show the flag, to send a gunboat, 
or to take other and stronger political action to ensure respect for property 
rights and the Christian religion. This is not so easy today. World opinion 
disapproves; Western Governments are notoriously unsympathetic to the 
needs of big business for protection and special favours and, in any case, 
some of the backward areas have shown a surprising capacity to ignore, or 
even to drive away, the gunboat. Without adequate political guarantees, 
foreign investment looks risky, and the immediate gains are not great. Much 
of the investment, indeed, required to industrialize backward areas could 
not be expected to show a profit. The most that could be hoped for, in many 
cases, would be a rate of return comparable to what could be expected from a 
first-rate government bond. Much of the investment, such as that, for 
example, required to develop native skills and techniques, could not pay 
private profits at all, though the social gains might be enormous. Conse- 
quently we conclude that, with certain exceptions, such as American invest- 
ment in Canada (where obviously most of the factors above referred to are 
not operative) we cannot expect today private investment to flow abroad in 
sufficient quantity to establish a long-run equilibrium in the balance of 


payments. 
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III 


We conclude by suggesting that there are two distinct problems concerning 
the discussion of policy. There is the problem of the dollar shortage of the 
mature economies of Western Europe, which continues because of the pressure 
of rearmament. The other problem is how to relieve the capital shortage 
of the undeveloped countries. 

As is frequently the case when we come to discuss policy, we shall probably 
find that our solutions must be as much political as economic. The problem 
of the Western European countries can probably only be solved in a perma- 
nent way by the unification of Germany and a secure and stable peace settle- 
ment. The problem of the undeveloped countries, which involves the question 
of sterling balances, is also partly political, but purely economic remedies 
may also be considered in the discussion. In view of the magnitude of the 
problem, the British Colonial Development grants and President Truman’s 
Point Four programme are quite inadequate. Neither the Bank nor the Fund 
were set up to deal with the kind of capital movement needed, much of which 
could not be income-producing. We should discuss whether a more imagi- 
native and adequate scheme could not be developed. 


THE SCHUMAN PLAN AND CERTAIN PROBLEMS 
OF INTERNATIONAL ECONOMICS! 


by P. Urr 


The present paper is restricted in scope. It is concerned neither with the 
political aspects of the Schuman Plan, i.e., the establishment of an authority 
transcending national sovereignties, nor with its basic economic object 
of attempting to reconcile the requirements for productivity and stability and 
bringing into light social costs from under book-keeping costs, but solely 
with suggesting certain considerations about the Plan’s relationship to a 
number of international economic problems; in any case it in no way prejudges 
decisions which will be arrived at in the course of the actual negotiations. 


The expression “creation of a single market” has been rather loosely applied to 
measures not identical in nature. Thus, it is not enough, in order to define it, 
to mention the abandonment of quantitative restrictions on trade between 
territorial areas or the abolition of customs duties. Its use in either of these 
cases assumes that the mere absence of official restrictions on the movement 
of goods and of internal customs barriers makes a country by definition a 
single market, whereas there may in practice be just as effective trade barriers 
within a country as a result of the allocation of markets between the members 
of an organized industry. 

It is of course true that fundamentally the elimination of obstacles to the 
movement of goods brings a single market into being, but we still need a 
definition of how far such elimination must have been carried and what 


1 The views expressed are the personal opinions of the author. 
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consequences it must have produced for the single market to be deemed to 
exist. Ought we perhaps to hold that it does so exist when the same terms 
are available to consumers similarly circumstanced, i.e., when the same 
price is charged to all consumers equidistant from thesource of supply (when one 
of them has a second and nearer source apart from the first, he is obviously 
in a different position from other consumers)? The validity of this criterion 
obviously depends on transport rates being identical for all: and even at the 
national level this may not be so, if there is more than one transport system, 
in default of arrangements between the systems for a uniform rate, irrespective 
of whether goods are conveyed over one, or more than one, of them. 

We can therefore scale down the foregoing criterion to equal access for 
every consumer to supplies at the cheapest rates consonant with his location: 
this would express with fair adequacy that aspect of the single market which 
consists in the elimination within that market of the characteristic barriers 
distinguishing international from internal trade. However, apart from the 
fact that market agreements between sellers or discriminatory practices by 
them may be indistinguishable in their effects from official trade barriers, 
the conception of the single market as consisting in access on an equal footing 
to sources of supply leaves us without a definition of the economic sequels to 
such access which are the sole criteria of the market’s actualization. In 
particular, it will be the method of price quotation adopted which will deter- 
mine what categories of consumers are affected, and the calculation of the 
depth of trade penetration requires that rules for pricing are clearly stated. 
For example, if the frontiers are thrown open between two coal producing 
countries whose respective production costs differ only to a limited extent, 
the categories of consumers affected in the higher-cost country may be confined 
to a limited area only; this area may be expanded if the lower-cost country 
makes price reductions to offset distance, or contracted if the higher-cost 
country does so. 

Finally, it will still be necessary to examine how ‘such “freight absorption” 
in the zone of competition will be financed before we can assess the balance 
of advantages and costs for the several categories of consumers. In other 
words, for the purposes of a purely economic definition, we can, within limits, 
select our criteria arbitrarily in the light, ultimately, of our own preferences; 
the fundamental change involved in the creation of a single market consists 
in the creation of a zone with a common economic policy either following 
automatically from the mere absence of protection or voluntarily adopted; 
the last alternative may well represent the difference between the “liberation 
of trade” and the Schuman Plan. This line of reasoning brings us to a 
consideration of the conditions and possibilities for the development of freer 
trade relations between independent countries. 


The first thing to realize is that the essential distinction between international 
and internal trade derives from the existence of national governments. It is 
certainly ironical that the nations apparently require more solid safeguards 
against what is done or left undone by foreign governments than against 
the risk of mistakes by their own. In economic terms, the existence of govern- 
ments means the possibility both of autonomous economic fluctuations in a 
particular country and of economic distortion through fostering or handi- 
capping industries regardless of their degree of inherent productivity. 
Undoubtedly it is appreciation of these two dangers which has led the compe- 
tent established or interim international institutions to outline codes of be- 
haviour for governments alike on permitted and prohibited trading practices 
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and on the maintenance of employment. The rules under the first of these 
heads are far the more numerous; however, it would seem that the acceptance 
of such obligations by States and supervision by an institution in which those 
States are represented—whether on an equal or an unequal footing—is not 
a sufficient guarantee for the economic agents concerned and thus, even 
when there is no fundamental disequilibrium in the balance of payments, 
little progress towards more liberal international trade relations could be 
made along this way. 

It is clear that the mere abolition of quantitative restrictions in itself is no 
guarantee of freer trade if the way is left open (and advantage taken of it) 
to substitute tariffs : of the two, a generous quota may well allow of freer 
trade than a high tariff. Moreover, tariffs are essentially rigid and, not 
being readily adjustable according to circumstances or countries, there is 
considerable likelihood of their being devised to counter the greatest fore- 
seeable dangers, i.e., instead of serving merely to compensate for apparently 
permanent price handicaps which it is sought to offset to avoid internal 
industrial dislocation, they are used as safeguards against the spread of 
depressions originating abroad and against dumping by competitors. The 
use of the most-favoured-nation clause will result merely in a generalization 
of the maximum scale of protection. Obviously, then, these three functions 
must be separated. The creation of a common authority eliminates the major 
hazards mentioned for its member countries, and this opens the way for a 
considerable reduction of customs duties. For their complete abolition 
to be possible, certain further conditions must be fulfilled. 

Some countries at any rate are not prepared to agree to a disturbance 
of their economies even if the latter are likely to emerge the stronger for it 
ultimately; thus a need arises for transitional systems to safeguard their labour 
forces against abrupt changes in employment. This applies in the first 
place to the basic industries. The question arises, whether it should not also 
be extended to the industries which utilize their products. If transitional 
measures are adopted for the basic industries, it must be accepted that the 
lowest possible production costs cannot be attained immediately. Thus while 
identical supplies on the basis of “identical terms” could well be arranged 
forthwith for the secondary industries, since the consequent changes in the 
price structure would result in profits for some industries not warranted by a 
proportionately larger output and by increased employment, while others 
would be forced to close down or to make radical changes in their manufactur- 
ing conditions and supply arrangements, delicate machinery would be required 
involving deliberate measures to ensure that the conversion process goes 
forward without jerks or loss of direction. 

Furthermore, we know by experience that the existence of closed markets 
has given rise to positions of monopoly, under which, even if state controls 
have prevented prices losing all relation to costs, taking the country’s industry 
as a whole, it may well be that the selling prices of the various categories 
of products in no degree reflect their relative production costs. Bringing 
these monopolies into direct contact would at once create an inextricable 
situation of oligopoly. The reconciliation of coal price scales is a problem 
of this class and is not to be resolved by mere removal of barriers. 

The proposal falls into the category of regional arrangements, although 
its physical area may be variable, since new members can join. This does 
not imply severance from the rest of the world if it is in a position to operate 
a relatively low protective tariff; this is much easier if arrangements to counter 
depression or unfair competition are on a collective basis. For the rest, it is 
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evident that, as regards relations with countries outside the scheme, the 
participants are mutually inter-dependent, since, even if their respective 
tariffs are not identical, a coherent relationship between them develops 
automatically, the mere fact of one member having lower tariffs than the 
remainder being an inducement to the latter to reduce their own maximum 
tariffs to a rate equivalent to the lowest plus the appropriate allowance for 
additional transport costs. These are not necessarily the full transport 
costs from country A to country B, since the Italian tariff on steel cannot exceed 
the Belgian by the equivalent of the freight rate from Antwerp to Genoa, 
because France lies between the two and necessarily levies duty at the same 
rate whether goods enter by Mediterranean or by Channel ports. Thus 
the maximum difference practicable is the equivalent of the freight rate 
between the point of exit from each country on the route and the point of 
entry into the next, and in this instance is not the rate from Antwerp to 
Genoa but the rate from Antwerp to Dunkirk plus the rate from Marseilles 
to Genoa. The adjustment is automatic in the sense that the most protec- 
tionist of the countries in the system thus has an incentive to reduce its tariff 
to the lower rate calculable on this basis, so that, if it needs to import from 
countries outside the system, such imports will pass through its own ports 
and it will itself benefit by the duty on them, instead of their being shipped 
to it via other member countries and through an open border. 

Agreement on customs policy is thus an essential requirement. However, 
more is needed for the establisment of a single market than mere assent to 
the proposition that, with the increased productivity, which is the Plan’s 
whole object, a low tariff policy becomes feasible; and the relevance of price 
policy is obvious. Here the governing factor is where each country disposes 
of its products. Where the greater part is exported, there is no hesitation 
over allowing prices to fluctuate with world rates, but where the greater 
part of the steel produced is absorbed by the home market, the position is 
entirely different and internal prices may be kept stable by levies absorbing the 
surplus value of exports and by rebates offsetting ‘the relative loss, when the 
circumstances are otherwise. In the conflict of interests thus arising from 
countries’ differing positions, the only solution possible is the development 
of a collective policy drawing its strength from the power of the group in 
foreign markets. The associated producers represent a considerable fraction 
of the total world steel trade and their position of “market leadership” implies 
the possibility, once they have regulated competition between themselves, 
of their exerting a stabilizing influence on world markets, with consequent 
disappearance of the incompatibilities in circumstances and points of view 
according to the importance of its export trade to each country. A policy 
of limiting export prices in a sellers’ market, and limiting price cuts in a 
buyers’ market, is, of course, difficult to enforce; nevertheless, it is a necessity 
as a means of ending the twin risks inherent in the current practice of pro- 
ducers destroying their own markets by excessive prices which lead their cus- 
tomers to develop their own heavy industries and thereafter killing their own 
countries’ processing industries by offering excessive price advantages to 
competing industries abroad. Such stabilization cannot be achieved on 
terms consonant with the general interest by a mere understanding between 
the private parties concerned. 


The procedures thus arrived at for effecting the transformation alike of the 
relations between the contracting parties and of their collective relations 
with the outer world, while opening the way to a freeing of trade which shall 
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be more than merely nominal and more than an empty promise to be broken 
or withdrawn at will, will in the first instance apply to specified industries 
only. This must be viewed as no more than a first step. While the disequi- 
libria inevitably arising under the interim system should be regarded not as 
points against it but as its dynamic, through the need they create for pro- 
gressive readjustments. The adjustments in the coal and steel industries which 
the opening of these markets entails must be thought out in terms of the 
larger whole into which they could fit and of the time within which the 
principle could be extended to other sectors of industry. In other words, 
the pace and extent of the adjustments must be controlled; the freeing of 
trade must be planned and sufficient flexibility must be preserved in the 
means applied to take account of the pace at which the framework in which 
that freeing of trade must take place develops. Those responsible for planning 
the practical stages of the process have to think out the conditions under which 
advantages will emerge and the corrections required to make money costs, 
as reflected through relative prices, truly representative of the real economic 
relationship which must be allowed free play to attain an optimum. 

Accordingly, the corrections to be effected are three: the discrepancy 
between the cash cost picture and the true economic position must be removed: 
the changes brought about must be controlled changes to avoid retrogression, 
or major changes in what has already been done, with the extension of the 
system to new industries; the system must be so devised as to allow of the 
changes reflecting comparative costs as they will be and not as they are now 
at present when the picture is complicated by temporary factors and by differ- 
ences, not only regional but national, which the logic of the system’s working 
should tend to abolish. In the light of these three requirements, the transi- 
tional period acquires new and wider significance : its object is not merely 
to cushion the shock to producers, consumers and workers, but to give direction 
and continuity to the process of change by controlling its extent through 
control of its tempo, in step with the extension to other sectors of the system 
applied initially to these industries. 

Although the incidence of wages cannot be considered apart from the 
overall production costs of which they are an item, wages can be used to 
illustrate the various corrections which might be considered with a view to 
enabling the results of the opening of markets in the industries in question 
to attain their ultimate extension without setbacks or loss of continuity. 

To take the coal industry as an example, mere comparisons of output 
per manshift are not enough to show where production should be expanded 
or where it should be restricted. It may seem paradoxical to the lay mind 
that, while the organization of two collieries may be jroughly equivalent 
and their output identical, they are not necessarily of equal soundness econo- 
mically but must be assessed in relation to the region in which they are located; 
nevertheless, such a principle must be maintained. Taking wage levels 
as summarizing many of the characteristics of a given region, the incidence 
of wage differences on cash costs is a normal rule of thumb basis for regarding 
two undertakings of the same technological standard and with equal output 
as not being equally “economic”. That is a practical application in this 
field of the theory of comparative costs, and one of its implications can readily 
be grasped by the general public, namely, that an industry with heavy labour 
requirements should preferably be sited in a region where labour is cheap 
—which will have the further effect of increasing the demand for labour 
and raising wages—while areas where labour is dear will find it more advan- 
tageous to confine themselves to other types of production. However, this 


, 


26 


M4 
4 
| 
a 
% 
4 








ee ee a SE = lel 


‘ii 








oroken 
lustries 
isequi- 
not as 


r pro- 
which 
of the 
sh the 
words, 
ing of 
in the 
which 
nning 
which 
costs, 
nomic 


ancy 
oved: 
ssion, 
f the 
f the 
» NOW 
jiffer- 
rking 
‘ansi- 
erely 
ction 
ough 
stem 


. the 
d to 
w to 
stion 
uity. 
itput 
aded 
nind 
lent 
ono- 
ted; 
vels 
ance 
ling 
tput 
this 
dily 
your 
eap 
our 
an- 
this 








simple chain of reasoning cannot be adopted as it stands and in practice the 
problem is to devise measures securing the desired results while avoiding 
either a new division of activity as irrational as the old, or repeated checks and 
setbacks in the extension of the system to other industries. 

The primary consideration affecting a particular industry is the possible 
disparity produced by legislation or regulation between the actual cost 
of labour to that industry and that labour’s money reward. Outstanding 
causes of such disparities may be the methods adopted for financing social 
security, and the contributions required of an industry may bear no relation 
to the benefits passed on to its labour force. The disparity may indeed operate 
either way, the industry in question either paying a surcharge on its economic 
wage bill or, alternatively, being relieved by the community of a proportion 
of that bill. Thus the relation of wages to production costs in the industries 
which concern us is not a true reflection of the labour markets in question. 

The employment position in the countries we are considering also consti- 
tutes a problem. Unemployment tends to depress wages. The relative 
advantage thus conferred on the national industry concerned will of course 
tend to produce increased employment and a rise in wages; but, given no 
variation in aggregate demand, the sequel will be less employment in the 
competing sections of the same industry in other countries. This state of 
affairs is only normal given equal opportunity for the re-employment of the 
wage earners thus displaced and, ex hypothese, the other industries have not 
the same prospect of an increased market. In addition, if employment in 
the first country could have been increased by a concerted policy, the 
displacement among workers in the second ;would be that much less; hence 
the first country effects a partial transfer to the second of a problem which 
the first either could not or would not itself resolve, without the second country 
being automatically supplied with the compensatory outlets required to 
assist it in the adjustment it is thus forced to make. 

Again, the scale of wages payable by a particular industry may still 
reflect an earlier exploitation by labour of monopoly conditions, under which 
it was able to dictate its own terms, the same relative scale of wages having 
since been maintained through the exercise of political pressure by the section 
of workers concerned, coupled with measures to maintain the industry’s 
level of production. In such circumstances drastic re-adjustments of wages 
or output would necessarily follow the opening of the frontiers, although, 
in the long run, if the wage level in that particular industry ceased to reflect 
monopoly conditions and approximated to the scales set by competition, 
the check could be arrested and production resumed under economic condi- 
tions; the result would be a double expense under the head of labour 
displacement in the form of alternative closures and reopenings. 

In addition, the level of wages in a particular country is dependent on 
the level of consumption, which may be affected by purely national and 
historical circumstances. Let us take the case of a country which has suffered 
large-scale damage and whose neighbour has been spared. The division 
of the world into nations means that the first of these countries must bear 
the whole cost of its own reconstruction. It will necessarily follow that, in 
those branches of activity in which labour is a major factor, the first country 
will have a relative advantage; but the compensation thus secured may be 
incompatible with longer-term desiderata if a degree of political integration 
develops which allows of a different allocation of reconstruction charges 
and hence a different relationship between levels of consumption and wages. 
It then becomes necessary to strike a balance between the effective time- 
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lag in the re-adjustment of the specific industries in question (having regard 
firstly to the capital investment required and secondly to the practicable rate 
of labour re-absorption) and the probable time within which at least a partial 
political re-distribution of reconstruction charges can be expected. In 
other words, the logic of the system requires that the influence of comparative 
advantage be restricted to the inter-regional plane by checking the effect of 
the excess of national disparities, whose elimination is sought, over regional 
differences, whose operation is warranted by economic theory. 

Lastly, the most important thing is to recognize that the adjustments 
demanded in a particular industry may exceed or fall short of what would 
be reasonable if the re-alignment were spread over the whole economy. 
The industry which benefits by the establishment of a single market does so 
by the effect of a relatively fortuitous choice in terms of the strategic impor- 
tance of that industry. Whatever the justification for that choice it may be 
that the application of the process on a wider scale might have conferred 
greater advantage on some ‘other industry in the same economy. Thus the 
system may give rise to a degree of hypertrophy if its scope is kept limited 
for too long. Conversely there may be an excessive contraction in the 
corresponding industry in one of the other countries, where the same test 
might show that other industries were in a still more unfavourable position. 
A general rectification by a variation in the rate of exchange would then 
become inevitable, and would automatically correct the over-contraction 
of the specific industry affected by the introduction of the scheme on its 
present basis. 

The rise in standards of living requires the development of the most 
efficient industries and the disappearance or conversion of inefficient units. 
It is true that efficiency cannot be assessed simply by comparing the produc- 
tivity of competitors and that what must be compared are the relationships 
of each to the economy of which it is a part. It is equally true, however, 
that under the present plan the price system is not enough to determine 
which producers are efficient and which inefficient for the purposes of the 
Plan and that a balance must be struck between the participants’ relative 
productivity and relative cash production costs and the necessary corrections 
made to allow of progress, without loss of direction or ground, towards a 
final state whose gestation period is dependent on structural transformations 
external to the industries concerned. 


THE TERMS OF TRADE 


by D. H. RoBertTson 


He said ‘I hunt for haddocks’ eyes I sometimes dig for buttered rolls, 
Among the heather bright, Or set limed twigs for crabs ; 
And work them into waistcoat-buttons I sometimes search the grassy knolls 
In the silent night. For wheels of Hansom-cabs. 
And these I do not sell for gold And that’s the way’ (he gave a wink) 
Or coin of silvery shine, ‘By which I get my wealth— 
But for a copper halfpenny, And very gladly will I drink, 
And that will purchase nine. Your Honour’s noble health!” 


“Song of the aged man”, Through the Looking-Glass. 
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(1). The purpose of this note is confined to setting out in a somewhat arid 
manner certain elementary ‘matters of terminology and pure theory, to serve as 
a background to, and perhaps a check upon, more juicy and realistic discus- 
sion. I have purposely suppressed all references and acknowledgements. 


THE VARIOUS MEANINGS OF A CHANGE IN THE TERMS OF TRADE 


(2). If it is said that, between two dates, the terms of trade between one area 
P and another area Q (which may be the rest of the world) have moved in 
favour of P, it would seem that any one of at least three things can reasonably 
be meant. 

(A). There has been an increase in the volume of imports received from Q in 
exchange for each unit of P’s exports. 

(B). There has been an increase in the number of units of productive power 
in Q over whose products a unit of productive power in P can exercise 
command. 

(C). There has been an increase in the volume of imports from Q over which 
a unit of productive power in P can exercise command. 

(3). All the quantities involved—volume of imports, volume of exports, volume 

of productive power—being composite ones, there is no unequivocal way of 

measuring changes in their relations. All the well known difficulties about 
the construction of index-numbers arise, and will not here be further pursued. 

For some purposes, however, it may be a legitimate simplification to take 
an hour’s labour of given quality as representative of a “unit of productive 
power”. And if we do this, then, if an hour’s standard labour in P commands 
the products of more (less) than an hour’s standard labour in Q,,! it may also 
be legitimate to speak of the terms of trade, in sense B, as being or standing in 
favour of (against) P. (It is never legitimate to speak thus of the terms of 
trade in sense A or sense C: nine waistcoat buttons cannot be described in 
any absolute sense as either many or few to be given or received in exchange 
for a copper disk.) 

(4) Of the three senses distinguished, A is the most “natural”, 'and the most 

immediately relevant to discussion of changes in the balance of payments. 

The entity involved is conveniently called the “commodity” terms of trade, 

though the prices of current “invisible” exports and imports, such as freights, 

may well, if information is available, be included in its calculation. Sense B 

is the most fundamental, and the terms of trade in this sense will therefore 

be called the “true” terms (Viner has called them “double factoral”). This is 
the sense most relevant to discussion of relative national standards of living, 
or of “equilibrium” rates of exchange. The most important aspect of the 
relationship between A and B (some other aspects will be examined later) 
may be illustrated by pointing out that if between two dates productivity 
has increased more in P than in Q, the terms of trade in sense B may have 
turned in favour of P even though in sense A they have turned against her. 

C is the sense most relevant to discussion of changes in the absolute stan- 
dard of living in P as affected by foreign trade: to the lucky purchaser of 
cabwheels it is of secondary interest whether they have become cheaper 
owing to the use of a new electrical detector or to the competition of a second 
aged man. But analytically C is a hybrid; and it will not be further alluded 
to in this note. 


1 If Q is a composite area, such as the rest of the world, an averaging problem is still involved. 
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THE FORCES GOVERNING THE TRUE TERMS OF TRADE 


(5). The first and most fundamental of these forces is the relative intensity of 
the demands of the two areas for the products of one another’s productive 
factors. This evidently depends on many considerations, among which 
may be specially mentioned variety or resourcefulness of supply—the inten- 
sity of Q’s demand for any nth bundle of P’s products will tend to be greater 
if that bundle consists partly of buttered rolls and partly of crabs than if it 
consisted wholly of crabs. And the intensity of P’s demand for any nth. bundle 
of Q’s products will tend to be less if P is bursting with rolls and crawling 
with crabs than if she were only crawling with crabs. Thus size cuts both 
ways in its influence on the terms of trade; prima facie it intensifies demand, 
but it is also apt to be associated with resourcefulness of supply. 

(6). Moreover the intensity of P’s demand for the productive services of Q 
depends not only on the individual tastes and capacities of the inhabitants 
of P, but on the actions of their Government. Normally the imposition of 
any restriction, fiscal or other, imposed by the Government of P on the 
exchange of products between P and Q will reduce in some measure the 
intensity of the demand of P, regarded as a unit, for the productive services 
of Q, and tend to turn the terms of trade in favour of P. 

(7). If the intensity of P’s demand for the services of Q increases, the terms of 
trade will turn against P, and if it diminishes the terms of trade will turn in 
her favour, the movement in either case being the greater the less is the 
elasticity of Q’s demand for the services of P. Thus inelasticity, unlike 
intensity, of Q’s demand, is not an unequivocal good for P; it depends on 
whether P’s demand is going to increase or diminish. 

Inelasticity of a country’s own demand is a still trickier customer. If, 
owing perhaps to a growth or decline in her population, the intensity of P’s 
demand for Q’s services changes in such wise that, at any given terms of trade, 
she demands (say) ten per cent more or less of those services than before, 
then the movement of the terms of trade against her or in her favour will 
be greater the /ess elastic her demand for these services. Supposing the 
elasticity of Q’s demand for her services to be less than one, the same conclusion 
holds if, owing perhaps to the remission or imposition of a duty, the intensity 
of P’s demand changes in such wise that she now offers (say) ten per cent 
better or worse terms than before for any given quantity of Q’s services. 
But if the elasticity of Q’s demand for P’s services is greater than one, then, 
for this latter type of change in P’s demand, the movement of the terms of 
trade against her or in her favour will be greater the more elastic is her demand. 
Thus whether inelasticity of a country’s demand is a blessing or a curse to 
her depends not only on the direction in which her demand is changing, but 
in some conditions, though not in others, on the cause and manner of the 
change. 

(8). The second force governing the true terms of trade between two areas 
P and Q is the relative strength of the need or desire of the two areas to make 
unilateral transfers to one another, whether these be of the nature of gifts, 
indemnities, interest payments or capital remittances. The effect of such 
transfers on the terms of trade has been much disputed; but there would 
perhaps now be something like general agreement on the following analysis. 
If P is in effect in any period parting with some of her products to Q without 
payment, then both her own willingness to part with further P-goods in 
exchange for some Q-goods, and Q’s willingness to part with some Q-goods in 
exchange for further P-goods, will be less than it was when no such transfer 
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was being made;! and there is no certainty that the latter willingness will be 
reduced more than the former. But though there is no certainty, there is a 
presumption, the strength of which varies with the nature of the transfer, that 
this will be the case. For normally it may be presumed that any country 
is more easily glutted by receiving a given-sized extra wad of foreign goods 
than by receiving an equal extra wad of home-made goods, but is less severely 
inconvenienced by going without a given-sized wad of home-made goods 
than by going without an equal wad offoreign goods.? And if this be true, 
the appetite of the transferor country for bilateral trade will be less impaired 
by the fact of unilateral transfer than that of the transferee country, and the 
terms of trade more apt therefore to move against it. To avoid misunder- 
standing, it may be well to add that there is no need for this result to occur 
if the impulse to make the unilateral transfer is closely associated with some 
force tending to raise the demand for the country’s exports, as was typically 
the case with much British overseas investment in the nineteenth century. 
(9). A third force which may at any time be helping to determine a country’s 
terms of trade is exchange policy operated in such wise as to create or pre- 
serve “disequilibrium” in the balance of payments, in the sense that equality 
in the total balance is only being secured by means of “compensatory” capital 
movements of a kind typified by the gain or loss of gold.* Under a fully 
working international metallic standard, or under a regime of completely 
plastic exchanges, such situations can only be brief and transitional; but 
with modern exchange techniques they may be relatively prolonged. A 
country may judge that, by over-valuing its exchange, it can preserve favour- 
able terms of trade for itself at the cost of only a slow drain on its international 
reserves, a drain which may indeed in the end be obviated altogether by a 
tactful drinking of “his Honour’s noble health”. Or it may judge that it 
could achieve a rapid expansion of its reserves by submitting to a relatively 
small deterioration in its terms of trade. And in either case it may succeed 
over a considerable period in implementing its decision. 


THE RELATION BETWEEN THE TRUE AND THE COMMODITY TERMS OF TRADE 


(10) Much that has been said above about the true terms of trade applies also 
to the commodity terms; but a little more may be said now about the relation 
between them. There are at least three reasons why the recorded movements 
of the commodity terms (i.e., the relative movements of index-numbers of 
prices of exports and imports) may be an unreliable indicator of the behaviour 
of the true terms. 

The first and most fundamental has been already mentioned in 
paragraph 4; if a country’s productivity is increasing fast, a movement of 
the commodity terms against it is quite compatible with a movement of the 
true terms in its favour. Secondly, in some countries the price of manufac- 
tured exports is influenced, and in some cases even dominated, by the price of 
imported raw materials; if the latter rises, the true terms of trade may turn 


1In geometrical language, both the Marshall curves of reciprocal demand-and-supply will 
not only sont from a new point on OX to the right of O, but will be distorted inwards towards 
one another. 
*Its utility schedule for foreign goods is steeper in both directions than its utility schedule 
for home-made goods. 
ull discussion of these concepts, e.g., of the kinds of capital movement which are to be 


considered as ‘“‘compensatory”’, falls outside the scope of this note. 


31 





against the country in much greater proportion than the commodity terms. 
(11). The third cause is more subtle; and while strictly speaking it is transi- 
tional, the transitions during which it operates may under modern conditions 
be prolonged. 

If the reason of a movement of the true terms against a country is a decline 
in the demand for its exports, then indeed exporters and export prices will 
be the first to feel the draught. But if the reason is an enhanced need for 
imports, or the need to make a unilateral transfer, then a freely working 
monetary system so operates (and a controlled system requires to be made 
so to operate) that exporting becomes profitable relatively to other occupations; 
and the fall in the ratio of export to import prices does not reflect the full 
deterioration in the general home standard of life. 

Conversely, if the reason for the movement of the true terms in a country’s 
favour is an enhanced demand for its exports, exporters and export prices will 
be the first to benefit. But if (as, e.g., in the case of the United Kingdom in 
1921 and again in 1929-30) the reason is a cheapening of imports, then the 
reduced pressure to export will depress export prices and incomes, so far as 
they are malleable, below the general home level, and the fall in the ratio of 
import to export prices will not reflect the full improvement in the general 
home standard of life. In so far, however, as in this case export prices and 
incomes prove to be rigid, the behaviour of the commodity terms of trade will 
faithfully reflect the behaviour of the true terms; but the improvement of both 
will tend to be associated with trade depression and unemployment. 


THE TERMS OF TRADE AND NATIONAL ECONOMIC WELFARE 


(12). The concluding sentence of paragraph 11 has already carried us into 
this final topic. 

According to some authorities, all that is left of the classical concept 
of the measurable “gains from foreign trade” is the somewhat bloodless 
proposition that, “with Utopian co-operation”, it would be possible to make 
everybody better off in a country which has some foreign trade than in one 
which has none at all. Nevertheless, it seems permissible to venture a few 
observations on a less rarified level. 

In the first place, the terms of trade are not the same thing as the total 
gain from trade, and not every change which improves the former can be 
relied upon to increase the latter. Nevertheless there are some changes, 
both “natural” and contrived, which will do both. As regards the power 
of a nation within limits both to improve its terms of trade and to increase 
its economic welfare by the imposition of tariffs, etc., there seems to be no 
difference between neo-classical and (some) modern doctrine in analysis, 
but only in judgement as to the probability of the game being worth the 
candle. 

(13) Secondly, questions of policy may arise as to whether a sharp turn of the 
terms of trade in a country’s favour should or should not be exploited to the 
full; or again whether, while it is perforce accepted for the moment, steps 
should or should not be taken to prevent its repetition. Thus the instinct 
against “undue profiteering” on exports when the going is good may be held 
to be justified even on national grounds if it is thought that such action will 
lead to the loss of valued markets for the future. And an industrial country 
which sets a high value on the continuity of employment may regard it 
as being on balance in its best interest to encourage schemes of commodity 
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control which will prevent the emergence of “favourable” situations such as 
that described in the last sentence of paragraph 11. 

(14). A final glimpse of the obvious may not be out of place. A country which 
regards it as in its best interest to seek to restore equilibrium in its inter- 
national accounts by devaluing its currency must accept the resulting deterio- 
ration in its commodity terms of trade. If, by increasing its productivity 
more rapidly than other nations, it can prevent the true terms from deterio- 
rating as much as the commodity terms, well and good; but it must not yield 
to the temptation to try surreptitiously to restore, by domestic price and income 
inflation, the artificially favourable true terms which it has (more or less) 
deliberately surrendered. Ten or 12 haddocks’ eyes instead of nine must be 
punctually delivered; and applications to drink his Honour’s noble health 
kept within reasonable bounds. 


SOME NOTES ON THE TERMS OF TRADE 


by H. STAEHLE 


The ratio between any two series of figures conveys less information than 
the two series of figures themselves. The ratio must therefore have some 
specific virtue, not present in the two series of figures when considered sepa- 
rately, in order that the sacrifice of information be justified. 

That particular ratio which is obtained by dividing an import price 
index into an export price index, often called “the terms of trade”, clearly 
had such specific virtue as long as the trade considered was of that very 
theoretical sort which consists in two countries exchanging pipes of wine and 
bales of cloth, with both wine and cloth of uniform quality. The habit 
of referring to the terms of trade as moving favourably or unfavourably to a 
country also has its origin, and its obvious justification, in the same type of 
“trade”. 

No doubt this straightforward origin of the concept, though slightly 
blurred by the annoying circumstance that import duties were likely to 
“improve” the terms of trade, accounts for its widespread and widening 
popularity and the concomitant willingness to sacrifice part of the knowledge 
which must be accumulated in any actual measurement. 

The following remarks are devoted, first, to questioning the usefulness 
of the concept of the terms of trade in some of its current uses, second, to 
pointing out a variant of it which seems to carry a clearer meaning, and, 
third, to discussing some of the complications which arise in connexion with 
measurement. 


Without going into any great detail in respect of economic history, it 
may be noted that the terms of trade have come to play a considerable part 
in recent contributions. Rostow in British Economy of the Nineteenth Century 
has found that Britain’s (gross barter) terms of trade, i.e., the ratio of volume 
indices of exports and imports, respectively, showed long-term movements 
which alternated with the upward and downward phases of what Schumpeter 
calls the Kondratieff, a fact largely explained by corresponding fluctuations 
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in capital exports. His conclusion seems to be that real wages, during the 
same periods, increased more when the terms of trade were improving than 
when they were deteriorating. However, the reader cannot escape the 
impression that the terms of trade are perhaps not quite solidly enough built 
into the analysis to warrant a very definite conclusion as regards the causal- 
ity which may underlie this co-variation. One should, of course, hasten 
to add that Rostow’s analysis is not alone concerned with this relationship. 

Doubt as to the usefulness of the terms of trade as a tool of analysis, histori- 
cal or otherwise, has been expressed more explicitly by Colin Clark in Conditions 
of Economic Progress, where he notes (p. 454) that “rather remarkably, it 
appears that the peak (maximum employment and commodity prices) of 
the trade cycle is—in Britain—always associated with a turning point in the 
terms of trade, but that this turning point is sometimes a maximum and some- 
times a minimum”. Martin and Thackeray, in Bulletin of the Oxford Univer- 
sity Institute of Statistics, November 1948, after a painstaking investigation 
of data relating to various countries, found “no great regularity in the move- 
ments of the terms of trade during the trade cycles from 1870 to 1938”, a 
conclusion which they attribute to the fact that the assumptions on which 
the “normal” expectation of the terms of trade improving in depression and 
deteriorating in prosperity is based, are frequently not fulfilled. 

All this is disturbing enough and gives rise, at least in the present writer’s 
mind, to considerable doubts as to the wisdoin of allowing the terms of trade 
to play any great independent part in economic analysis. His qualms are 
further aggravated in view of another use to which the concept is sometimes 
put, i.e., in relation to balance of payments questions. While speculation 
on the future payments position must clearly take account of prices, changes 
both in total volume and also in the probable commodity composition of 
imports and exports which are likely, even with rigid import controls, to be 
connected with price changes, cannot be left out of consideration, particularly 
in view of Tinbergen’s work on long-term trade elasticities (Metroeconomica, 
December 1949). A healthy warning on this matter has been given by the 
Economic Commission for Europe in A Survey of the Economic Situation and 
Prospects of Europe (which relates to the year 1947). After noting the “improve- 
ment” in the terms of trade of the continental European countries since 
1938, the Survey states (p. 57) that “export products . . . have shown such 
price inflation as to encounter strong buyer resistance in overseas markets”, and 
it adds : “This is indeed why, in a more fundamental sense, the ‘favourable’ 
change in continental Europe’s terms of trade has probably been of a seriously 
unfavourable nature”. 

The conclusion of the foregoing remarks seems to be that no undue signi- 
ficance should be attached to what is, after all, only a man-made entity, and 
surely must be the outcome of complicated sets of circumstances whose nature 
may differ widely and yet leave the ratio of export and import prices unaffected. 


There has, however, come into use a much more promising tool of analysis 
which has the distinct, if modest, advantage of conveying a fairly unequivocal 
meaning. Viner in Studies in the Theory of International Trade has proposed 
(p. 563) as a measure of the “total gain from trade” an index number calcu- 
lated by dividing an index of the total value of exports by an index of the price 
of imports. This suggestion has been further worked out and applied by 
Dorrance in Review of Economic Studies, 1948-49, No. 39. *It has, moreover, 
been arrived at, quite independently and almost incidentally, by Polak and 
Chang in an unpublished paper prepared at the International Monetary 
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Fund. More recently, in the form of an index of Latin America’s capacity 
to import, it has been most brilliantly used by the Economic Commission for 
Latin America in Economic Survey of Latin America 1949. It may be of some 
interest to note that Polak and Chang were led to the index in an effort to 
convert the export element of the national income to a domestic price basis, 
and thus multiplied the index of the volume of exports by the terms of trade. 
The Economic Commission for Latin America computed their index in the 
same manner. 

The present writer wishes to suggest that an index of the sort just described 
has, while an ordinary index of the terms of trade has not, sufficient analytical 
meaning and purpose to warrant the abandonment of part of the information 
contained in the two original series as a ratio of which it is obtained. He 
also believes that for certain clear purposes of economic policy the calculation 
of a similar index obtained by dividing an export price index into an index 
of the total value of imports might well be justified. At any rate, he would 
deplore the investment of further research energy in the study of the terms 
of trade as such. 


Finally a few words may be said to warn against an excess of confidence in 
the variations of the original price index numbers themselves. For being 
well known, the difficulties connected with their calculation are no less impor- 
tant. There is, first of all, the fact that most price indices are calculated as 
ratios of value and volume indices, the latter usually calculated on a fixed- 
weight (Laspeyres) formula. Hence the resulting price index is essentially 
one of the Paasche type. This means, of course, that the comparison is 
made between price in each current period and the given base period by the 
use, in each successive period, of a different weighting system. Changes 
in the value of the price index from one period to the next are therefore 
affected not by price changes alone, but also by changes in commodity 
composition, a circumstance which carries great weight and has appreciable 
numerical influence when a comparison between post-war periods is to be 
made with indices that relate post-war prices to a pre-war year. Most 
countries still compute their volume indices with pre-war weights. The Uni- 
ted Kingdom shifted to the use of post-war weights only in1950. There 
are other difficulties, some of them quite obvious, and others less so. It would 
be useless to dwell at length on quality changes, changes in commodity 
classification, the peculiarities of the base period, the effects of successive 
rounding and similar aspects. But it may perhaps be of some value to present 
quantitative evidence, taken from a body of facts not generally accessible, 
to show the effects of changes in coverage ‘and of adjustments made to allow 
for its incompleteness. 

A comparison has been made at the Economic Commission for Europe, 
on the basis of full information (representing about 25,000 punched cards for 
each period considered) of the foreign trade of the Belgium-Luxembourg 
Customs Union as between (a) the first quarter of 1948, and (b) the month 
of October 1948. Among other things index numbers of the price and 
volume of imports and exports were calculated, comparing the two periods. 
The choice of commodities to be included in the calculations was based on 
value, and two sets of goods were used : one including all commodities which 
accounted for at least 1/1,000th, the other including commodities accounting 
for at least 1/10,000th of the total value of imports and exports, respectively. 
Both Laspeyres and Paasche indices were obtained. The following table 
shows the results of these calculations. 


35 





Price Index Numbers of Imports and Exports of the Belgium-Luxembourg 
Customs Union, for October 1948 (First Quarter 1948 = 100). 





CALCULATIONS BASED ON 





Smaller Larger Difference between 
Sample Sample the two Samples 
(1) Imports 
Laspeyres. . . . 110.6 115.3 123.0 
Peescme - . =. . 108.5 105.6 102.7 
(2) Exports 
Laspeyres. . . . 104.2 110.9 122.9 
Pomame . «5 « 102.6 100.1 95-6 
(3) Terms of Trade 
Laspeyres . . . . 94.2 96.2 100.1 
Meese . . «+. «. 94.6 94.8 107.4 





It may be noted, that, on both the import and the export side, the Paasche 
index numbers are lower than the Laspeyres indices, and that the enlargement 
of the sample has the effect of raising the value of the Laspeyres indices, 
and of lowering the Paasches, thus widening the gap between them quite 
appreciably. It so happens that in either sample the terms of trade come 
out nearly the same. But one hesitates to consider this as a particularly 
strong point in favour of the ratio, as against the original indices. At any 
rate, it is clear that the indices themselves are highly sensitive to variations 
in coverage, and also as regards the Paasches, to variations in total volume of 
trade and the consequent reshuffling of the relative importance of various com- 
modities. If this be granted, then the terms of trade seem to offer only a 
somewhat uncomfortable basis for speculation as to what would have happened 
if they had been different from what they actually were. And their value 
and that of the total gain index mentioned above for purposes of economic 
policy would seem to be correspondingly reduced. 

In a number of countries, the index numbers which are always computed 
on a limited sample are adjusted to allow for incomplete coverage. A 
careful analysis of practices in this respect will be found in United Nations, 
Indexes of Quantum in International Trade, Statistical Papers, Series M, No. 3. 
Such adjustment may be, and in fact is in different countries, based on the 
assumption that the items not covered by the calculation have suffered the 
same price change, or alternatively, the same quantum change, as the items 
covered. In the former case, the adjustment has, of course, no effect on the 
price indices and hence the terms of trade calculation. In the latter it has, 
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Taking the same Belgian figures as previously shown, the adjustment 


on the second assumption would, for the smaller sample, have the effect | 


of making the Paasche price indices 103.7 and 119.2, for exports and imports, 
respectively, and thus lower the terms of trade to 87.0, a “deterioration” large 


enough to be considered a national disaster. For the larger sample, where | 
the part of trade not covered is much smaller, the effect on the terms of trade | 


is naturally less, and in fact negligible. If, on the other hand, the adjustment 
be based on the assumption of a uniform price movement, the last column 
in the table which shows separate indices for commodities added in the 
larger sample, offers at least an example of clear non-fulfilment. As so 
often in the field of index numbers, this type of adjustment, while of necessity 
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yielding a formally perfect result, thereby conceals any actual imperfection 
in the facts considered. 

- To overcome, or at least to minimize, these and other difficulties requires 
careful study which, if left to the initiative of each individual country, may 
or may not be forthcoming, and, if undertaken, may well add to, rather 
than substract from, the many factors which make it at present highly unsafe 
to compare the existing indices of volume and price for different countries. 
This is why an arrangement permitting the calculation of such index numbers 
along uniform lines for all countries would improve the present situation, if 
not by making for better indices in every country, then at least by producing 
results of tolerable quality which can be compared, combined, or broken 
down more easily and thus would be more useful for economic analysis. 
While the terms of trade would continue to remain an ambiguous and on 
the whole rather nebulous concept, the variant above mentioned could then 
be used with greater confidence than is possible now. 


THE FUTURE OF THE TERMS OF TRADE 


by Coiin CLARK 


There is no doubt that The Economist is a magnificent periodical. And on the 
occasions (not very numerous) when it is in error, it contrives to be magnifi- 
cently wrong. As for instance in the statement which it printed on 14 May 
1949, to the effect that “before very long the normal state of affairs will 
return and the supply of food in the world market will show a chronic tendency 
to outrun the effective demand for it”. 

It is true that this opinion seems to be shared by a large number of English- 
men, of all political and economic persuasions. For so long have the different 
countries of the world competed for the privilege of supplying them with 
cheap food that they have come to regard this state of affairs as “normal”. 
In other countries, however, which are largely dependent upon food imports, 
such as Belgium, Japan and Western Germany, a rather more realistic 
attitude seems to prevail. 

A truer appreciation of the situation is that of Professor Dennis Robertson 
who wrote (in Lloyd’s Bank Review, July 1949) : 

“How strong and persistent are the forces making it progressively 
more difficult for the manufacturing populations of Western Europe, 
however correct their monetary arrangements, to earn from overseas the 
requisite fodder alike for their own fastidious stomachs and for their 
insatiable machines . . . We ought perhaps to have foreseen the emergence 
of the revolutionary notion that some day 1,000 million Asiatics would 
take it into their heads to expect to have enough to eat.” 

In a brief paper of this character I cannot hope to follow up this question 
toa finish. All that I can hope to do is to place before the Conference figures 
showing the orders of magnitude involved, to enable members to judge in a 
very general way whether Professor Robertson and I (if I may claim alliance 
with him) are likely to be right in our conclusions. Professor Robertson 
has not (to my knowledge) gone beyond the general statement quoted above, 
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but speaking for myself, and without committing him, I would say that I 
more or less adhere to the conclusions of The Economics of 1960 (written in 1940- 
41) in which I predicted that the terms of trade would have moved in favour 
of agriculture by a factor of as much as 1.9 by 1960, in comparison with the 
base period 1925-34. I would now add that I think something like these 
terms of trade will persist till 1970, beyond which date I have not yet attempted 
to predict. 

At the time when this book was written one’s vision of the future was 
clouded by the possibility that the world might be divided between a number 
of powerful “trading blocs”, of the kind so much discussed in the 1930's, 
having little commercial intercourse with each other. This state of affairs 
would alter little one’s conclusions about the terms of trade measured as a 
world average, though we should expect widely different terms of trade to 
prevail within the different blocs. 

We now have a complete isolation of the rouble bloc on the one hand, 
while on the other hand the rest of the world now shows signs of forming 
itself into a much more homogeneous world market than most of us expected 
10 yearsago. Wecannot predict whether the rouble bloc will remain isolated, 
or whether it will return to economic relations with the rest of the world, 
But for the rest of the world the really interesting question for the 1950’s is 
whether we are going to have anything like a homogeneous capital market. 
Reasonable and well balanced world economic development is going to 
demand enormous transfers of capital, principally to Latin America and 
India, from U.S.A., the British Dominions, and Western Europe (yes, Western 
Europe). I am taking a fairly optimistic view on this. Such movements 
would naturally and rapidly take place if anything like an open capital 
market prevailed. If they are prevented by political factors—insecurity 
or misgovernment in the borrowing countries, waste or inhibition of savings 
in the lending countries—we may get terms of trade much less favourable 
to agriculture than I predict. But in case anybody is thinking of putting 
obstacles in the way of international capital movements in order to turn 
the terms of trade in his favour, let me warn him that he is purchasing a tempo- 
rary advantage at the price of a probably irretrievable division of the world 
into Haves and Have-Nots, with unemployment and depression on one side 
of the line, inflation and autarchy on the other, and an inevitable explosion 
at the end of it. 

The first matter to which one’s mind turns is the rise in world popu- 
lation. It is true that this may not mean quite what it appears to mean. 
Population changes may be entirely without effect on the world market 
if they take place in a country of primitive or subsistence economy, or even 
in an advanced country which voluntarily isolates itself economically. But 
let us remember that we are trying to look ahead for 10 or 20 years, which is 
quite long enough for countries to abandon isolationism, or to develop their eco- 
nomies appreciably above subsistence level, if under economic pressure to do so. 

The reader need not discount China from the figures of world population 
growth, because in the results given below it is already excluded. Not 
only is China a subsistence economy; but clearly many years must elapse 
before she can be much else, so completely lacking is she in transport, and all 
the other necessary conditions for economic development. As a matter of fact, 
if Chinese figures were included we should have to lower our estimate of 
the rate of growth of world population. I follow the two most careful 
demographers, Carr Saunders and Wilcox, who estimate that the Chinese 
population has been stationary since 1850, if not actually declining. 
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The population of the world excluding China rose fairly steadily at a 
rate of about 0.95 per cent per year from 1850 to 1914. Since 1940 the rate 
of increase has been slightly over 1.1. per cent per year, which rate is expected 
to rise to about 1.125 per cent per year for the period 1950-70. Everywhere 
except in Africa reproductivity is falling; everywhere except in some countries 
of Western Europe (which have now reached the stationary stage) mortality 
is falling faster. War deaths (about 30 million outside China) were fully 
offset by additional wartime births and the rate of population increase in 
1940-50 was actually higher than it had been in 1930-40. The only serious 
check to the rate of growth of world population in recent times came in the 
decade 1910-20—not due principally to the military losses (some 10 million) 
of the first world war, so much as to the typhus and influenza epidemics 
of that period, which killed far more people. In 1920 the world’s population 
was hardly any higher than in 1913. This violent check to the normal 
rate of world population growth was probably a contributory factor in the 
long movement of the terms of trade against agriculture which began in 1925. 

Between 1950 and 1970 the population of the world (outside China) is 
thus expected to increase 25 per cent. This figure is a compound of widely 
differing rates, all of them approximate, in different regions, as follows : 
Western Europe, five per cent; U.S.A., Canada, South Africa, 10-15 per cent; 
Eastern Europe, India, 15 per cent; Japan, 20 per ceat; Australasia, Latin 
America, Africa, rest of Asia, 50 per cent. 

In the last group considerable migration is expected into Latin America 
and Australasia, while exceptionally high rates of natural increase will still 
prevail in Africa and South East and South West Asia (and a pretty high rate 
in Latin America). In India and Japan, as in Russia, there is evidence to 
show that reproductivity has already fallen substantially. 

Admittedly the effect of these population increases on the terms of trade 
depends on the extent to which the economies of the various countries are 
linked to the world market. But even the simpler economies have at present 
exportable surpluses of food and raw materials, which may shrink as their 
populations increase. 

Now what of the potential increase in agricultural productivity ? Con- 
sider first technical improvements only, i.e., the rise in output through time 
when both land and labour are held constant. For European countries 
(likewise Japan) the consensus of evidence is that it can rise at the rate of 
144 per cent per year. For U.S.A. and Australasia the figure is two per 
cent or more. In addition to this normal upward trend, the U.S.A. showed 
a rise in product per man-hour of over 40 per cent between 1940 and 1946. 
Professor Schultz of Chicago has judged that the U.S. agricultural economy 
during the 1930’s got itself into a situation which can best be described by 
the chemical analogy of “supersaturation”—cheap labour was abnormally 
abundant, and some shock was needed to make the system crystallize out to 
its true equilibrium position. Many years’ arrears of economically possible 
mechanization were carried out during the war. Professor Schultz added 
that such a development, by its nature, was not likely to recur; nor has it 
occurred in any other countries. 

In other continents, we know that technical improvements in agriculture 
have taken place, particularly in countries with a highly developed export 
trade, such as Java, Ceylon, the Gold Coast and Central America. But we 
have not enough data to measure its rate. India has sufficient statistics to 
show a virtual absence of improvement in agricultural productivity. Itseems 
clear that improvements in agricultural technique cannot be disseminated 
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among the rural population without some measure of general literacy, and 
the development of transport and commerce. Planners please note. 

It is still too early to say whether we can hope to bring the world average 
for the rate of technical improvement in agriculture up to over one per cent 
per annum, to match the rate of growth of world population. Suppose we 
exclude China, Africa, South East Asia and Latin America from our calcu- 
lations, we reduce the rate of population growth to one per cent and (even 
with India included) we may be able to show a rate of technical improvement 
of 1144 per cent per annum. Our problem is solved? Not a bit of it. 

So far we have assumed the rural labour force constant. In fact it is 
falling, with greater or less rapidity, in practically all the countries concerned. 
In U.S.A. it has fallen 20 per cent in the last decade, in Denmark nearly 
30 per cent. Unemployment in the 1930's artificially slowed down the 
normal rate of exodus from the land (thus helping to perpetuate adverse 
terms of trade against agriculture). In western countries we can see how the 
rate of decline of the rural labour force accelerated after 1914, with the 
wider diffusion of newspapers, radio, schools, motor buses, military service 
and all the other agents of social homogenization. We can well believe 
that these same agents will soon be at work elsewhere, whether forcibly as in 
Russia (where the rural population was reduced by 17 per cent between 
1926 and 1939) or voluntarily as in Japan (rural population falling at the 
rate of one per cent per annum during the 1930’s). It depends on the rapidity 
with which urban industry can be built up, which depends in turn, in many 
countries, upon capital inflow, as stated above. But in the “Have” countries 
a continued decline in rural labour forces seems a virtual certainty, unless 
and until far better terms of trade than we have yet known begin to reverse 
the movement. 

Another point which should not be forgotten is that among the other 
urban amenities which the rural worker is now claiming are the shorter 
working week and the occasional holiday. It has been estimated in France 
by Mr. Coutin, that between 1906 and 1946, while the rural labour force 
fell 2314 per cent, the number of man-hours worked fell 34% per cent. 

The demand for food and raw materials, per head of population, is increas- 
ing. Real incomes per head are rising, in general at the rate of about 1 4 per 
cent per annum in Europe and two per cent in North America. Income 

elasticity of demand for food was estimated by Mr. Stone at as high as 0.59 
in U.S.A., and this result is confirmed by international comparison and also by 
family budget studies, in U.S.A. and elsewhere. Even for a country as 
wealthy as the U.S.A. is expected to be by 1970, the co-efficient is still expected 
to be about 0.5. This means that we must face an upward trend in demand 
per head of the order of magnitude of one per cent per annum. In India, 
family budget studies show an income elasticity of demand for food of about 
0.9, and therefore, although the general upward trend of real income per 
head may be of the order of only 1/3 per cent per year, the upward trend in 
the demand for food per head will be of the same order. The recent change 
in relative prices has caused the Indian peasant to consume a much larger 
proportion of his output, which is why India is now a large food importer. 

The final link in determining the terms of trade is the price elasticity of 
demand for food and raw materials. The lower the price elasticity, the 
greater the rise in relative prices resulting from any deficiency of supply. 
The figure seems to be in the neighbourhood of -0.5. For each one per cent 
per annum that supply falls short of demand we must allow a_ two per cent 
per annum rate of change in the terms of trade. 
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On the supply side, we must estimate how great a change in the terms 
of trade will be necessary to stop, or to reverse, the outflow of labour from 
rural industry. Probably not till rural wages equal the urban average—or 
indeed, so far as the new countries are concerned, where labour is more 
mobile, exceed it. In 1937 the ratio between non-agricultural incomes and 
agricultural incomes stood at the following levels in various countries: 
U.S.A., 2.1; Canada, 2.3; Eire, 1.7; Britain, 1.6; Netherlands, 1.1; Norway, 
2.1; Sweden, 2.1; Japan, 1.7; Australia, 1.2. 

These figures at any rate give us some idea of the extent of the change 
needed to restore final equilibrium. 

The year 1937 was one in which the terms of trade happened to be close 
to those of the base period 1925-34. 

In studying the above figures, we may first allow that the world by. 1970 
may be drawing a considerably increased proportion of its food supplies 
from areas where agriculture has higher comparative advantage. On the 
other hand, to secure equality of income between the agricultural and the 
urban worker, we must provide that average income per head of the agricultural 
population considerably exceeds the urban figure, because of the substantial 
proportion of agricultural income which may be taken by rent, at any rate 
in the older settled and more populous countries. 


BASIC REMARKS ON THE RELATIONS 
BETWEEN INTERNAL POLICY, 
INFLATION AND EXTERNAL BALANCES’ 


by W. KerLHau 


DOUBLE SET OF REPERCUSSIONS ON EXTERNAL BALANCES BY INTERNAL POLICY 


Internal policy has two sets of repercussions on external balances. In the 


first instance it exerts its influence through effects on production and trade, 
secondly through affecting prices and_wages. Each of these two sets of 
repercussions has to be treated separately. 











GENERAL REMARKS ON THE RELATION BETWEEN INTERNAL POLICY AFFECTING 
PRODUCTION AND EXTERNAL BALANCES 


The productive powers of a country belong to two opposite categories, which 
we will denote switchable and non-switchable factors. In a strict sense nearly 
every factor of production may be transferred to some other kind of activity, 
but we will only regard as switchable such factors as can be switched without 
serious economic loss. The existence of “border-line cases” does not impair 
the importance of this distinction. 

Now it is a fact that the State, through its internal policy, is able to effect 


1 This paper has been greatly abbreviated for publication. 






a number of switches which could never be accomplished by private citizens 
or firms. A private planner will have to adapt himself and the economy 
he is in charge of, to existing legislation and market conditions; he can only 
carry through a desired transfer by the power of competition or direct pur- 
chase. The State, on the other hand, has political means to induce employers 
and labourers to switch their activity. It can do so indirectly by the use of 
customs policy, premiums, subsidies, taxation provisos and legislative measures, 
directly by “nationalization” and other requisitioning or expropriation, 
as well as by issuing directions and appeals of such a kind that their effects 
will be coercive. The various switches to war production in our own time 
have brought home even to the great public this enormous difference between 
public and private power to switch factors of production. 

If a Minister of Finance were economic dictator, he would in peacetime 
encourage or enforce a big switch of productive power from production 
for the home market to production for export, as he believes in the slogan 
“export or die”. But in spite of all the measures he is able to take, he would 
be up against great difficulties, as he has to face strong “vested interests”, 
particularly because in most countries the home market is protected by 
tariff barriers which have created a higher price level for the non-exporting 
than for the exporting production. Any effective “export drive” policy 
would, therefore, have to include a systematic lowering of protective tariff 
walls. But against such a policy heavy opposition will always be raised, 
and in our days “vested interests” do not belong to the capitalistic class only. 
On the contrary, modern “vested interests” are just as much represented 
by trade unions and other labour organizations as well as by the municipalities 
and local bodies within the electorate. It has also to be borne in mind 
that if tariff barriers are lowered, imports may increase and thus consume 
some of the gain won by the more effective export drive. 

However, the Minister of Finance has colleagues. Some of them have to 
direct and control the social policy of the State. In the modern Welfare 
Society these ministers are generally very powerful because they represent 
popular desiderata. Their plans and policy, however, run often against 
the efforts to improve external balances, as welfare services have to be rendered 
on the spot and for the pure benefit of the population at home. Welfare 
services in general need not affect external balances directly in an adverse 
way, but it is undeniable that the Welfare State uses a greater part of its 
productive powers for activities which are unconnected with export, than 
does a State conducting a policy of rougher character. 

The most important item on the national welfare budget is housebuilding. 
This activity demands much skilled labour, and it uses raw materials which 
are of basic importance also to the export industry. In the long run it may 
strengthen a country’s productive power to a very high degree. But houses 
cannot be exported, and homes are not factories for the production of export 
articles. When a country has very unfavourable external balances, building 
of dwelling-houses is a dangerous competitor to speedy adjustment of the 
national exchange balance of payments.! If, therefore, internal policy is 


1 In an’ earlier part of this paper, here omitted, Professor Keilhau had defined four balances 
of payments : 

(a) a country’s national balance of payments—the difference between aggregate payments 
individuals, institutions (including the State) and firms in the homeland render and 
receive from abroad in a given period in connexion with their current economic activity 

‘and consumption; aie F 

(b) its"national exchange balance of a eg ee difference between sums which similar bodies 

have transferred to or from foreign exchange in a given period in the same connexion; 
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conducted with the aim of having a great number of houses erected every 
year, it may meet with great difficulties in equalizing the exchange marke 
balance of payments without having recourse to new foreign loans or other 
assistance from abroad. 

These remarks do not aim at criticzing an active house-building policy. 
In many countries creating thousands and thousands again of new homes is a 
hard necessity. Their neglect of the dwelling-house problem was the greatest 
and gravest sin of the nineteenth century capitalists, and for this omission the 
non-socialist systems have had to pay dearly—and will have to pay still more, 
In no country was the housing standard satisfactory even before the bombing 
began, and our post-war period has the additional job of rebuilding and 
reconstructing. But it is not right to conceal that big house-building pro- 
grammes will retard speedy adjustments of adverse national exchange balances 
of payments. 

I may also be allowed to illustrate through an example how a law passed 
in pursuance of internal social policy, may affect the national exchange 
balance of payments even directly. In 1949 the Norwegian Parliament, 
the Storthing, passed a law which introduced the same strict rules for working 
hours on board for small as for big ships. Our more dangerous competitors 
in the freight market for small ships have not such unelastic rules, and our 
small ships are not built for so numerous a crew as the new law will demand. 
Consequently, we are thrown out of international trades in which we have 
played a prominent part since 1825, with the result that our shipping has lost 
some of its power to fill the gap between our import and export values. 

The members of our Parliament who voted in favour of this new law, 
had been warned by the shipowners, but refused to believe in the sincerity 
of the warning. Social reformers are, on the whole, inclined to underestimate 
economic arguments, and centralized planning is not always based on 
centralized thinking. 


INFLATION AND SWITCHES IN PRODUCTION 


Inflation is, in general, the result of a policy which has for its purpose the 
immediate diversion of a great part of a country’s switchable productive 
powers to new activities. The classical and historically most important 
example is the situation at an unexpected outbreak of war or at a sudden 
decision to rearm. Planes, guns, tanks and other weapons as well as big 
quantities of ammunition have to be procured within the shortest possible 
space of time. If the currency circulation at such a moment happens to be 
wholly required for the existing state of affairs, a monetary inflation may 
be the only possible means of an immediate mobilization of the country’s 
resources for military use. In Augvst 1914 this was the situation in all the 
belligerent countries. The effect on the external balances of the subsequent 
switch were just the same as those effects which will have to be tabulated if a 
great part of the productive powers is transferred from export industry to 
production for home consumption, as war materials, even when used abroad, 
are export articles only in few and rare cases. 


(c) a currency’s balance on current account—the difference between the aggregate purchases 
and sales of the currency in a given period in so far as these are connected with economic 
activity and consumption, irrespective of the nationality of the transacting parties; 

(d) a country’s exchange market balance—the equivalence between the aggregates of all sales 

and purchases of its currency against foreign exchange in a given period. 
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MONETARY POLICY, PRICES AND EXTERNAL BALANCES 


In the analysis of the quantity theory the price level is perceived as one and 
indivisible. In the traditional formulations of the so called “equation of 
exchange”, P stands for an average of all prices. But as soon as we leave 
the fairyland of pure theory, and switch to a study not of mathematical functions 
but of true causation in grim reality, we have to split our conception of the 
price level. Under a system of free prices the causality nexus of inflation will 
generally follow this trend: in the first instance prices of old stocks of staple 
commodities will rise, then follows the price level for home-produced articles. 
As long as the par value of the currency is kept, prices of imported articles 
remain constant. The result will be increased imports, leading to falling 
prices of old stocks and home-produced articles. The increased import 
worsens the external balances. Sooner or later the old parities will have 
to be abandoned. From now on part of the inflated currency will be used 
for purchases of foreign money, securities and bank-balances. Consequently, 
an always growing part of the exchange market balance of payments refers 
to capital account, while simultaneously the difference between the national 
balance of payments and the national exchange balance also increases. The 
latter balance becomes more and more negative. But these growing deficits 
are beneficial to the total economy of the inflation country, as its citizens, 
to use a short expression, buy good money with bad money. The famous 
McKenna report revealed the enormous gain the Germans secured between 
1918 and 1924 by such transactions. Meanwhile the increased demand for 
foreign money leads to a constant rise in the exchange rates. Consequently, 
we see that the relation between the prices for home-produced and imported 
articles is being reversed : now imported commodities are quoted at much 
higher prices than home-produced ones. The total price level will at any 
time appear as an average into which imported as well as home-produced 
articles enter. Consequently, the champions of the quantity theory of 
money make an inadmissible short circuit of thought when they explain 
their P as uniformly determined by the quantity of internal money without 
taking into consideration the difference in the determination of the price 
levels for imported and home-produced articles, and the influence the varying 
composition of P necessarily will have on its relation to the quantity of 
(internal) currency. 

This description of the influence price inflation exercises on external 
balances is in conformity with the experiences from the great inflation in 
the 1920’s. It shows that the interrelation between price inflation and 
external balances will vary with the progressive phases of inflation. 

A clandestine inflation will be connected with control both of prices 
and foreign trade. As long as the Government is able to keep up these controls, 
the inflation can only affect the external balances through its pressure on the 
Government’s decisions. But the Government cannot prevent the creation 
of a black market in foreign exchange, and in its trade negotiations with 
other countries it will soon be compelled to accept gold or another currency 
as the monetary standard of agreements. Meanwhile the inflation will lead 
to a heavy pressure on prices and wages. Sooner or later the Government 
will have to give way and accept adjustments of prices as well as of wages. 
As a result exports will find themselves up against unfavourable “terms of 
trade”. Thus a “ fundamental disequilibrium” is created within the eco- 
nomic structure of the country and sooner or later a currency devaluation 
will become unavoidable. If it is not sufficiently great, the “inflationary 
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spiral” of prices and wages will continue, exercising the same pressure as 
before on the Government’s decisions in the field of foreign trade. 

As we see, the effects of a clandestine inflation on the foreign balances 
are in principle very like those of a price inflation. But there is one marked 
difference: under a free system the development goes on continuously, 
whilst under centralized planning it proceeds per saltum. 


BUDGET DEFICITS AND EXTERNAL BALANCES 


Budget deficits in themselves need not have repercussions on external balances; 
all depends on the economic background. Instead of making a futile effort 
to lay down any general statement on the matter it will pay to describe and 
analyse two typical, but opposite, situations. 

First we have budget deficits caused by wars and excessive growth of 
internal public debt. These will sooner of later lead to inflation. In the 
1920’s budget deficits were intermediate links in all the great inflations, 
and thereby indirectly affected external balances. 

Secondly, we have situations like that at the beginning of the 1930’s. 
The great international crisis was in its later phases. Available productive 
powers could not find employment. Business life needed incitements. Many 
economists proposed budget deficits as a means of calling forth new activities 
or expansions of running production. Such results were, however, condi- 
tional on wise use of the extra expenditure. If the policy succeeded, current 
external balances were, after a time, favourably influenced, but had the 
deficit partly been spent to assist in purchases of instrumental goods abroad, 
the immediate effect was adverse. 

In most cases, the effects of budget deficits on external balances can be 
described by reference to one of these two types of repercussion. 


INFLUENCE OF EXTERNAL BALANCES ON INTERNAL POLICIES | 


Here again we have to do with two typical but opposite types of situation: 
those of the deficit country and the surplus country. But the effects on internal 
policies will not be easy to predict. Economists have, although with varying 
success, formulated laws describing the normal reactions of business men. 
They have wisely abstained from formulating laws for the normal reactions 
of politicians. 

The deficit country will, in the first instance, have to use all those measures 
within the sphere of money and credit which G. F. Knapp denoted 
“exodromic”. Only if all such measures fail, will the country be compelled 
to change its internal policy with the purpose of diverting productive powers 
to activities aiming at improving its external balances. 

A surplus country is in a less difficult position, offering a wider choice of 
policies. It may continue to receive gold and foreign securities. But in the 
long run such a passive attitude will not be advisable, as excessive gold hoard- 
ings will only broaden the basis of possible future inflation whilst securities 
of typical debtor countries always are in danger of depreciation. The wise 
course to choose will consist in systematic active investments abroad. By 
adopting this policy Great Britain acquired that leading position in the world 
of international finance which she was able to keep up until her foreign 
investments were sacrificed to such a great extent during the second world 
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war. It is one of the few hopeful features of the present economic world 
situation that the determining circles in the United States show a growing 
understanding of the need for big American investments in other countries. 
We economists ought to do what we can to strengthen this tendency, having 
in view that it should be co-ordinated with the internal policies of the debtor 
countries. 


EMPLOYMENT POLICIES AND THE PROBLEM 
OF INTERNATIONAL BALANCE 


by N. KaLpor 


The purpose of this paper is to examine the problems that arise in the field 
of international transactions for any country which desires to maintain its 
internal level of effective demand and employment by means of domestic 
measures. No attempt will be made here to analyse the nature of the domestic 
measures by which a “high and stable” level of employment is maintained. 
It will be assumed that each country has at its disposal appropriate measures 
—in the field of fiscal, monetary or investment policies—to attain this objective. 

The international problem has two aspects which, though closely inter- 
related, are best discussed separately: the structural and the cyclical aspect. 
The former problem arises in a world where the level of employment or 
unemployment is stable in all areas, but where some countries desire to 
maintain a higher coefficient of labour utilization (i.e., a lower average rate 
of unemployment) than other countries. The latter, and practically the 
far more important problem, concerns itself with the balance of payments 
difficulties that arise whenever any particular country desires to maintain 
its domestic incomes and employment in the face of a contraction in incomes 
and employment in other areas. 


The purely structural aspect of the problem may be characterized by the 
proposition that the lower the level of employment in any one country, given 
the level of employment in other countries, the lower will be its demand for 
imports in relation to world demand for its exports, and the higher therefore 
the rate of exchange at which its international transactions can be brought 
into equilibrium. A rise in the level of employment in any one country in 
relation to others is, therefore, analogous in its effect to a rise in the internal 
price level in relation to the price levels ruling in other countries. It should 
be emphasized that the level of employment and the general level of domestic 
prices thus constitute two distinct and separate factors in the determination 
of the equilibrium rate of exchange. A rise in employment, given the price 
level, will lower the equilibrium rate of exchange in much the same fashion 
as a rise in the price level, given the level of employment. To the extent 
that the level of employment and the price level are themselves positively 
correlated—i.e., that a rise in employment will carry with it a rise in the 
internal price level on account of rising marginal costs of production or rising 
money wages, or both—the effects of an increase in employment on the 
equilibrium rate of exchange will be correspondingly greater. 
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From the point of view of any particular country, therefore, the inter- 
national aspects of its own employment-stabilization policies will be all the 
more favourable the more its own internal employment policies are synchro- 
nized with those of other countries. Given the freedom to vary exchange rates, 
equilibrium in international transactions is consistent, of course, with varying 
levels of employment, or, more precisely, with varying relations in the un- 
employment percentages of different countries. But the higher the level 
of internal employment in any country in relation to the others, the lower 
will be the rate of exchange at which, given the relative price and wage 
levels in the different countries, the balance will be attained; and a lower 
rate of exchange will normally imply less favourable terms of trade for the 
country concerned. 

If the effects of a relatively high internal level of employment on the 
(potential) equilibrium rate of exchange, and thus on the terms of trade, 
are large, the country may be justified in imposing additional import restric- 
tions (in the form of higher tariffs, etc.) in order to reduce its propensity to 
import and thus render any given volume of imports consistent with a higher 
level of internal employment. Such import restrictions need not invite 
retaliation insofar as they merely aim at preventing an expansion of imports 
that could not readily be financed out of additional exports; and they should 
be sharply distinguished from policies which aim at raising the internal 
level of employment through a reduction in the level of imports below the 
level of exports—i.e., the policy of “exporting unemployment” through the 
creation of exports surpluses. In the first case, the imposition of restrictions 
does not effectively reduce the volume of international trade (since the volume 
of imports of the country imposing restrictions will be no smaller than it 
would have been in the absence of full employment and without restrictions) ; 
nor does it compromise the ability of other countries to maintain successful 
employment-stabilization policies. In the second case, the measures of restric- 
tion aim directly at reducing the volume of international trade and render the 
pursuance of full employment policies in other countries more difficult. 

The proposed Charter of the International Trade Organization recognizes 
this distinction in making special exceptions for countries “suffering from 
balance of payments difficulties”. It would be desirable however if more 
satisfactory criteria could be evolved for separating cases in which the impo- 
sition of import restrictions does not run counter to the economic interests 
of other countries, from other such cases where the imposition of restrictions 
cannot be justified on such grounds. In particular, it may be desirable to 
restrict the scope of this provision to such balance of payments difficulties 
as are caused by the failure of other countries to maintain full employment 
on some reasonable standard, and to those caused by the policies of import 
restrictions imposed by other countries which aim at the creation, or main- 
tenance, of balance of payments surpluses, rather than the elimination of 
deficits. 

The problem of maintaining international balance under conditions 
where each country maintains internal “high and stable” levels of employ- 
ment is thus, in some important respects, more difficult than was the main- 
tenance of international equilibrium in the past, when the levels of employment 
in the various areas were allowed to fluctuate freely. Under a regime of 
stable exchanges, such fluctuations represented the major automatic mecha- 
nism for restoring balance of payments equilibrium when the balance was, 
for any reason, disturbed. If a country experienced a fall in the demand 
of its exports, its internal level of income and employment fell (even without 
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any deliberate deflationary measures introduced in order to re-establish 
equilibrium) and the consequent fall in imports reduced its balance of pay- 
ments deficit. Under a system of high and stable levels of employment the 
adjustment-mechanism represented by such induced employment fluc- 
tuations is, by hypothesis, excluded. Similarly, it is difficult to conceive 
that deliberate variations in the domestic price level for the purpose of main- 
taining international balance (for the purpose, that is, of compensating for 
extraneous or structural changes which disturb the pre-existing balance) 
could be made consistent with the policy of stabilizing the internal level of 
employment. 

It follows, therefore, that for the continuing maintenance (as well as the 
initial attainment) of international equilibrium, exchange rate adjustments 
would have to be resorted to far more frequently. Past experience has 
shown, however, that an all too frequent use of exchange rate adjustments 
(or a regime of freely fluctuating exchange rates) in itself renders the preser- 
vation of stable conditions in international transactions far more difficult. 
Moreover, exchange rate adjustments could also be used, in a manner analo- 
gous to import restrictions, for the purpose of “exporting unemployment” 
rather than for the purpose of restoring international balance. As pre-war 
experience has shown, the devaluation of exchange rates introduced by deficit 
countries in order to meet the problem of an adverse balance may be followed 
by corresponding devaluations introduced by surplus countries in order to 
maintain their international competitive position. 

Thus while it is difficult to conceive how the balance of international 
transactions could be continually maintained under a regime of stable levels 
of employment without the use of exchange rate adjustments, this method 
could only prove successful if it is employed judiciously—i.e., if it is used 
only in directions that will rectify any existing disequilibrium in international 
trade and not in directions that would aggravate it; and if it is used to meet 
more lasting or structural changes in the underlying demand and supply 
conditions rather than purely temporary fluctuations. Certain provisions 
in the Charter of the International Monetary Fund were originally designed 
to limit undesirable variations in exchange rates, while allowing at the same 
time the use of the exchange rate weapon to rectify basic maladjustments. 
Here again it would be desirable if more satisfactory criteria could be evolved 
which would secure a greater degree of freedom in exchange rate adjust- 
ments, while eliminating the danger of unjustified or disequilibrating variations. 

A further problem that emerges in this connexion is the preservation 
of domestic price stability. If countries stabilized their levels of employment 
at the cost of continuing inflation, the preservation of international equilibrium 
would demand a continuing downward adjustment in the exchange rates 
of the inflationary countries. Quite apart from the problems caused by 
frequent and continuing exchange rate adjustments, mentioned above, 
experience has shown that it is difficult to carry out such adjustments in a 
manner that would leave the relation between the external value of a currency 
and its internal purchasing power unchanged. They would therefore have a 
continuing disturbing influence on international trade, either because the 
exchange rate adjustments of the inflationary countries lagged behind the 
rise in the internal price level (so that their currencies tended to be continually 
over-valued), or because, as happened in the major inflations after the first 
world war, the rise in the internal price level lagged behind the movement 
in foreign exchange rates (so that the currencies tended to be continually 
under-valued). It is therefore to the interest of any one country that other 
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countries should maintain full employment and internal price stability at the 
same time, and that they should avoid methods of maintaining employment 
that involve continuing inflation. 

The cyclical aspect of the problem arises from the fact that, at given rates 
of exchange, a fall in income and employment in any one country tends to 
reduce its imports relatively to its exports and thereby generates surpluses 
in its current balance of payments with corresponding deficits in the balance 
of payments of other countries.‘ From the point of view of other countries, 
therefore, a fall in employment in any one country creates both a balance of 
payments problem—since their exports which, by hypothesis, were previously 
sufficient to pay for imports, are now no longer sufficient—and also an employ- 
ment problem, since the fall in exports directly reduces income and employ- 
ment in the export industries, with a tendency to further adverse repercussions 
on the level of activity of other domestic industries. (The fall in incomes and 
employment in the responding countries will also tend to reduce their imports, 
thus aggravating the impact of the original fall in employment on third coun- 
tries.) These two aspects of the problem, which may be termed the “liquidity 
aspect” and the “employment aspect”, may best be analysed separately. 

From the point of view of the liquidity aspect, the main problem of countries 
affected by a recession in employment abroad is to restore the current 
balance of international transactions, at any rate insofar as they are unable, 
or unwilling, to finance an adverse balance through the depletion of interna- 
tional reserves or by borrowing from abroad. In the absence of deliberate 
measures to maintain internal employment, the fall in production and income 
resulting from the fall in exports will, as already noted, in itself tend to correct 
the disequilibrium in the balance of international transactions, as a result of 
the consequent fall in imports. 

It should be noted, however, that since the fall in incomes will normally 
reduce domestic savings in relation to domestic investment, the “multiplier” 
effect of the fall in exports will not normally proceed far enough to reduce 
imports by the full extent of the fall in exports, but will leave a residual 
deficit in the balance of payments on current account. Even in the absence 
of internal employment stabilization policies, therefore, the restoration of 
equilibrium in the balance of payments will require the adoption of deliberate 
measures by the countries concerned, which, in principle, could take one 
of the following four forms: (i) internal deflation; (ii) import restrictions ; 
(iii) exchange rate adjustment; (iv) discriminatory exchange or trade res- 
trictions. Only certain of these policies are consistent, of course, with the 
maintenance of internal employment. 

The classic method of dealing with balance of payments disequilibria 
induced through a fall in foreign demand for exports is the method of internal 
deflation, achieved through deliberate credit restriction. According to the 
classical doctrine the effect of such credit restrictions is to induce a fall in the 
price level in the deficit country relatively to other countries and thereby to 
rectify the disequilibrium through a change in relative price levels. There 
is fairly general agreement, however, that the more potent consequence of 
such credit restrictions is a reduction in home investment, which brings 
about an additional reduction in the level of incomes and employment, 
and hence of the imports, of the deficit country. 


1 The terms “surplus” and “deficit” in the balance of payments, here and in the rest of this 
paper, refer to undesigned surpluses or deficits which are not offset by long term capital move- 
ments. A fall in employment in any particular country may also entail a contraction of 
its net foreign lending, thereby aggravating the balance of payments problems of other 
countries. ‘This aspect of the problem will not be separately considered in this paper. 
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Under the system of stable exchange rates and general convertibility 
of currencies, any particular country can undoubtedly eliminate its balance 
of payments deficit by a sufficiently large restriction of credit, provided that 
the deflationary policy is confined to that country. On the assumption, 
however, that all countries pursue the same policies, the repercussions of 
the import reductions achieved by any one country will induce further credit 
restrictions, and hence import restrictions, by others, and thereby intensify 
the need for restriction in the former country. In other words, the attempt 
to re-establish equilibrium may lead to an indefinite multiplication of defla- 
tionary measures, in the course of which all countries become engulfed in an 
ever-deepening depression without a new international equilibrium being 
attained at any definite point. Unless major countries successfully stand out 
against this deflationary process through internal expansionary measures 
and the deliberate toleration of balance of payments deficits, this method 
may thus defeat its own purpose of re-establishing a general balance in inter- 
national transactions, apart from being inconsistent with the maintenance of 
‘domestic levels of employment. 

During the great depression in the 1930’s many countries attempted to 
soften the impact of these external deflationary pressures through the method 
of import restrictions and/or exchange devaluation. The advantage of 
import restrictions as against the method of internal deflation is that the 


same reduction in imports can be attained without a reduction (or witha ~ 


much smaller reduction) in the level of internal production and employment. 
From the point of view of the repercussions of such measures on other countries, 
however, the policy of non-discriminatory import restrictions has much 
the same effects as the policy of internal deflation: it will call forth additional 
balance of payments difficulties, and hence further import restrictions, by 
third countries. However, assuming that all countries (with the exception 
of the one initially suffering from a decline in internal employment) are 
desirous of, and able to, stabilize internal employment, a new equilibrium 
in international transactions may be attained through a policy of (non- 
discriminatory) import restrictions, once a similar degree of import reduction 
is achieved in all countries. It is only attained, however, at the cost of a 
general reduction (possibly a large reduction) in the volume of international 
trade, which itself compromises the ability of countries to maintain full 
employment partly because the unemployment caused by the reduction in 
exports may not easily be compensated by increased employment for domestic 
uses or in domestic industries, partly also because imports cannot be restricted 
beyond a certain point without causing production to be restricted as well: 
industrial production cannot be carried on without the importation of essential 
raw materials. But even if the volume of production and employment 
is not actually reduced, the economic welfare generated at the given level of 
economic activity will certainly be less, as a result of the lower degree of 
international specialization and exchange. 

The third method for dealing with the problem is that of devaluation. 
A downward adjustment of the exchange rate when adopted by a single 
country is analogous in its effects to the method of import restriction: it is in 
fact identical with that of the imposition of an ad valorem tax on imports of 
a constant percentage combined with a general export subsidy of the same 
percentage. From the point of view of the particular country adopting 
devaluation, its comparative advantage is that exports are stimulated at the 
same time as imports are restricted, thereby easing the problem of maintaining 
internal employment. Its comparative disadvantage is that on the side of 
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imports there is no possibility of applying selective restrictions; while as a result 
of the general export subsidy,- there may be a deterioration of the terms 
of trade. 

The great advantage, however, of the method of currency devaluation 


» as against the method of non-discriminating import restrictions is that if 


more than one country follows this method, its restrictive effects are thereby 


cancelled in the trading relations between the devaluing countries. Thus 
_ if two countries impose a given degree of import restriction (by means of 
- tariffs, for example) the effects of these restrictions will be additive and trade 
_ will be correspondingly hampered in both directions. If, however, two 
' countries introduce an equivalent degree of currency devaluation, the restric- 
- tive effects of either one of these devaluations on the trade between the two 
- countries are thereby automatically cancelled and trade will be carried on 


between them under the same conditions as before. Provided, therefore, 


_ that the method of devaluation is adopted by a number of countries simultane- 


ously, the depressing effects of the method of import restrictions (and a fortiori 
of the method of internal deflation) are thereby avoided. In the limiting 


- case, where a depression originates in one particular country, and is followed 
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by equivalent currency devaluations of all other countries, the depression 
will remain entirely confined to the first country and the international propa- 
gation of the deflationary pressure is avoided. Such a universal currency 
devaluation undertaken by all countries in relation to the particular country 
suffering from the depression, is, in fact, the equivalent of a general trade 
discrimination introduced by all countries against the depressed country 
—trade discrimination which takes the form of a differential ad valorem tariff, 
combined with an ad valorem export subsidy, and which is applied by the 
different countries only in their trading relations with the depressed country. 

It is evident from this that the fourth method, i.e., the introduction of 
discriminatory exchange or trade restrictions against the depressed surplus 
country, is fundamentally similar in its effects to that of a general exchange 
devaluation vis-a-vis the depressed country. With this method also the 
international propagation of deflationary influences, inherent in the first 
two methods, may be effectively prevented. The discrimination in this 
case takes the form of quantitative restrictions (achieved either through 
currency allocations or through import quotas) rather than of differential 
taxes or subsidies. In either case, a sufficient degree of discrimination might 
be attained to restore a balance in international transactions between the 
depressed country and other countries without introducing depressive tenden- 
cies in the trading relations between the others. With the quantitative 
method, equilibrium in the balance of payments will be regained mainly 
through a reduction in the exports of the depressed country. With the 
devaluation method, equilibrium will be regained partly through a reduction 
in the depressed country’s exports and partly through a stimulation of its 
imports. With both methods, the elimination of the surplus in the balance 
of payments of the depressed country is likely to intensify its own domestic 
depression. But in neither case is this intensification likely to be any larger 
than that which would occur under general convertibility and stable 
exchanges, as a result of the measures of internal deflation or of (non-discri- 
minating) import restrictions, adopted by other countries in order to cope 
with their balance of payments deficits. 

The main advantage of the method of devaluation (as against the method 
of discriminating exchange and trade restrictions) is that it maintains the 
volume of international trade between the depressed country and other 
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countries at a higher level, thus improving the degree of international special. 


ization. In fact, in the absence of trade restrictions of any kind, the rate of | F 
exchange which secures equilibrium in the balance of payments consistently | — 
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with full employment would also ensure the optimal degree of international | 


division of labour. 

The disadvantages of the general devaluation method are: (i) that it 
is likely to improve the terms of trade of the depressed country with the 
outside world, thereby rendering the restoration of balance of payments 


equilibrium more difficult, with a tendency to a further intensification of | 


the depression in the depressed country; (ii) that the efficacy of the method 
depends on its being universally adopted, i.e., that the devaluation extends 


to all countries which suffer from balance of payments difficulties, as a result | 


of depression in a third country: in the case of discriminatory exchange 
control, the country first adopting this policy can, to a certain extent, force 
its trading partners to apply similar methods of discrimination; (iii) that the 
efficacy of the general devaluation method depends entirely on the depressed 
country being willing to maintain its own gold parity exchange rate in the 
face of a universal devaluation by other countries; if the depressed country 
also participates in devaluation, the effects of the devaluation on other 
countries are thereby cancelled, except possibly to the extent to which the 
current gold production of the other countries (and which may be currently 
absorbed by the depressed country) now provides finance for a larger volume 
of imports from the depressed country; (iv) that reliance on exchange deva- 
luation as a method of combatting cyclical influences may imply, in practice, 
an all too frequent use of exchange rate adjustments and thereby may introduce 
an added element of instability in international trade as well as in the level of 
domestic costs and prices. It is possibly for this last reason that the Charter 


of discriminatory exchange control (through the provisions of the Scarce 
Currency Clause), in preference to the method of currency devaluation, as a 
means for dealing with cyclical disturbances in the balance of international 
transactions. 


Thus both the method of general exchange devaluation and the method | 


of discriminatory exchange control are, in principle, capable of preventing 
the cumulative contraction in world trade that would otherwise follow from 
a cyclical depression emanating from a major industrial country. It must be 
emphasized, however, that neither of these methods represents an_ ideal 
solution of the problem. In neither case can countries avoid the adverse 
effects on their own economy resulting from a reduction in the volume of 
trading with the depressed country; and in the case of general exchange 
devaluation, they may suffer the additional loss due to the consequent deter- 
ioration in their terms of trade with the depressed country. From the 
point of view of the depressed country, the elimination of the surplus in its 
balance of payments will imply an intensification of its own economic 
depression. 

For these reasons, a more adequate solution of the problem would pre- 
suppose new international arrangements whereby each country would under- 
take to maintain the normal supply of its own currency to the rest of the 
world, irrespective of fluctuations in its internal level of activity. This was 
the basic idea underlying the particular recommendations made in the 
Report on “National and International Measures for Full Employment” 
which envisaged an undertaking whereby each country would maintain a 
stable flow of net capital exports, and an obligation to sell its own currency 
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pecial. against other currencies if its external disbursements on current account 
rate of | _ fell below the normal level. 





istently The same objective could, of course, be attained, to a greater or lesser 
ational| extent, in a number of other ways as well, or through a combination of them 

(as, for example, international buffer stocks for basic commodities; govern- 
that it} ment buying of imports with a view to maintaining the value of imports; 
ith the| compensatory public lending by governments, etc.). Such schemes, even if 
yment;| they would not entirely avoid the disturbances of international trade conse- 
tion of | quent upon a major depression in a major country, would at least ensure 
nethod | that other countries desirous of maintaining full employment could maintain 
xtends | their normal volume of imports and thereby avoid any consequent reduction 
-resylt | in their realincome. They would also ensure that the deflationary influences 


change | _within the depressed country proceeded less far than if equilibrium in the 
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current balance of payments had to be re-established through any of the four 
_ methods outlined above. 
From the point of view of the employment aspect of the problem, it is 
clear that any country desirous of stabilizing its internal employment can, 
through internal measures, avoid at least the secondary consequences on 
employment of a fall in exports—i.e., it could offset, by methods of employ- 
ment stimulation, the adverse effect of a fall in exports on the level of employ- 
ment in other industries. Normally, it would probably be able to do more 
than this, through stimulating the domestic consumption of the products 
of export industries or through finding temporary alternative employment 
for the unemployed workers in the export industries in the districts in which 
these industries are located. The degree of success of such policies will 
depend on the extent to which any particular country’s export industries are 


_ specialized and the geographical location in which such industries are concen- 


trated. The extent of the problem will obviously depend on how far the 
economic depression is confined to one country or currency area and how far 


_ it is allowed to spread to other countries or areas. The more countries are 
- engulfed by depression, the more difficult it will be for any particular country 


; 


to maintain its employment through domestic measures. 
Primary producing countries experience the effects of a depression not 


' so much in a fall in employment as in a fall in prices with consequent defla- 


tionary effects on the incomes of primary producers. The necessary compen- 


" satory measures here take the form not so much of employment stimulation, 
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_ as of domestic price stabilization by means of guaranteed prices to farmers, 
subsidies, etc... . The ability of primary producers to maintain domestic 
prices and incomes will clearly depend on the extent to which their foreign 
exchange receipts, and thus their ability to import, can be maintained as well. 
The solution of their domestic problem will therefore largely depend on 
the degree to which the depressed countries are willing to maintain an 
undiminished supply of their currencies. 








REAL COST, MONEY COST 
AND COMPARATIVE ADVANTAGE 


by G. HaBERLER 


Trade is proximately governed by money prices and money costs, including 
transportation costs and other transportation charges, all in terms of money, 

International comparisons of money costs and prices imply exchange 
rates between various currencies. Under a system of freely convertible 
currencies and uniform, consistent and stable exchange rates, the currency 
factor does not cause any difficulties. However, under the system of incon- 
vertible or only partially convertible currencies, multiple exchange rates 
(of which the coexistence of official and unofficial rates is but one example), | 
of clearing and payments arrangements and barter deals, the picture becomes 
extremely complicated and obscure and serious analytical difficulties arise 
already on the monetary level, i.e., it is no longer easy to define the meaning 
or to test the validity of the proposition that money prices and money cost | 
govern trade. 

Even in the absence of these complications (i.e., assuming uniform and 
stable exchange rates), it would not be correct to interpret that statement, 
as it is often done, to mean that each country will export those goods which 
in terms of money it produces more cheaply in the absence of trade. 

First we should have to define: “produces more cheaply” in terms of 
some “real” numéraire, i.e., in terms of some commodity. For if we defined f 
it in terms of money it might happen that before trade all commodities are 





cheaper in one country than in the other. Or better still, we ought to say | 
that for purposes of international comparison the equilibrium rate of exchange | 


must be used, i.e., that rate which will assure equilibrium in the balance 
of payments when trade is opened. 

Second, even in that sense the statement need not be generally true. 
If in the absence of trade, production in some lines is not at that level which 
permits the utilization of plants of optimum size and trade therefore enables 
the participating countries to reap the advantages of large-scale production, 





pre-trade costs and prices give no certain clue concerning the question where 


the combined production will be located. The outcome will depend on the 
shape of the cost curve in conjunction with the shape of the demand curve F 
and not merely on the comparative level of the intersection of marginal 
cost and marginal revenue in each country before trade. It depends, in 
other words, on total, not on marginal properties and conditions. (These 
cases are, of course, incompatible with perfect competition.) 

It would be an overstatement to pretend that modern theory can handle 


all those problems satisfactorily. As soon as there are elements of bilateral 


monopoly or oligopoly, serious difficulties arise which modern theory has 
not been able to master completely. But to the extent, the large extent I 
hope we may say, to which modern theory is able to deal with these problems, 
it does so without recourse to the notion of real cost, which has played such 
a prominent role in the theory of international trade. 


What is the use of the real cost theory? Is it a worthless relic from the past 
which ought to be discarded? Or has it still a live function? 
Real cost theory always had two functions (which the earlier theorists 


54 


























Luding 
noney, 
change 
ertible 





rrency ; 


incon. | 
> rates 
mple), 
comes 
3 arise 
saning 
"Y Cost | 


n and 
ment, 
which 
ms of | 
efined 
eS are 


to say | 


hange | 


lance | 


true. 
which 
ables 
ction, 
where 
n the § 
Curve F 
‘ginal 

1s, in 


[hese 





andle 
iteral F 
r has § 
ent | 
lems, 
such 


past 





orists 





ne 


hardly distinguished), namely an analytic and explanatory function on the 
one hand and a welfare or policy function on the other. It was supposed to 
explain why trade is what it is and why trade is desirable from the “economic 
point of view”. 

There is a certain tendency in the literature to abandon real cost theory 
as an explanatory device but to claim importance or usefulness for it as an 
instrument of welfare analysis. 

I do not believe that this is a possible position. The theory cannot be 
useful for welfare analysis unless it also has some explanatory value. If its 
explanatory value is limited in the sense that it describes only tendencies 
and holds only approximately (except under ideal conditions), then the 
same limitations apply to the welfare implications. And if it can be entirely 
dispensed with as an explanatory device, the same must be true, one should 
think, in the welfare field. 

The real cost theory originated as a labour theory of value, more specifically 
as a labour time'theory. This theory is, however, so obviously impossible 
that right from the beginning all sorts of qualifications had to be made. 

Two interpretations or variants emerged: The one may be called the 
real cost theory proper, the Marshall-Viner line, the other is the opportunity 
cost theory first propounded by the Austrians and in our times by F. H. Knight 
and F. H. Graham. 

The first variant holds that relative prices are roughly and approximately 
proportional to the subjective cost (disutility of labor and abstinence associated 
with the production of the various commodities). It is powerfully supported 
(with important qualifications) by J. Viner. (See his Studies in the Theory 
of International Trade.) 

With all respect to the theretical acumen of this eminent scholar and 
his most distinguished theoretical ancestry, I must say that the defects of that 
theory seem to me so serious as to make the whole approach futile. In contrast 
to the opportunity cost theory I cannot even see a possibility of regarding 
the real cost theory as a first approximation to a general equilibrium approach; 
in other words I cannot see how it can be looked upon as a special case of a 
more satisfactory general theory, i.e., a case which would be realised under 
certain simplified, though not palpably absurd conditions.* 


The opportunity cost theory asserts that relative prices are proportional to 
the marginal opportunity cost, i.e., to the rate at which various commodities 
can be transformed into one another. If this is true (and if we assume increas- 
ing marginal opportunity cost, i.e., if we rule out increasing returns) important 
welfare and policy conclusions follow. Free trade then assures “optimum 
allocation” of world resources and maximization of world income. 

It does not follow, however, that free trade would be the best national 
policy for each country, except if each country were confronted with perfectly 
elastic demand and supply schedules. 

If that condition is not fulfilled and assuming the rest of the world to act 
competitively, it would pay any country to equalize by suitable policies the 
marginal rate of substitution between export and import goods at home with 
the revenue (marginal rather than average terms of trade) abroad. (The 


1 It could be easily demonstrated that Viner’s own admission of defects of the “real cost theory” 
makes the theory appear useless. But I refrain from going into that matter, because it 
seems that Viner is ready to substitute a modern general equilibrium theory for the real 
cost doctrine. I am ready to make the same substitution for the opportunity cost theory. 
But I assert that the opportunity cost theory is a convenient approach, a first approximation 

to a general equilibrium theory, while the real cost theory is not. 
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practical limitations of a rational policy along these lines are extremely 
severe. They are due to administrative difficulties and to the certainty of 
retaliation. These matters cannot be discussed in the present paper.) 

Moreover interference with the free flow of trade for the purpose of 
changing the income distribution in some desired way is logically defensible. 

(It is true that it would be better to bring about a desired change in income 
distribution by taxes and subsidies rather than by trade policy. Practical 
difficulties are again severe, even if we assume agreement in principle about 
the desired changes in income distribution and the means to be adopted. 
But they cannot be discussed here.) 

The equality of relative prices and the marginal rate of substitution (or 
transformation) is, however, subject to important conditions. It holds 
only, (a) if there are no monopolistic elements in the labour and product 
markets; (b) if people are indifferent with respect to place of employment 
and kind of job; (c) if prices are not rigid; (d) if there are no external 
economies or diseconomies. 

_ Condition (b) needs some explanation. It does not imply perfect mobility 
of labour. If it did, the theory would indeed be useless. Labour (or any 
other factor) can be completely immobile and broken up into watertight 
non-competing groups—the theory would still hold if the price of each factor 
(and kind of labour) is flexible and the supply inelastic. On the other hand 
inelasticity of the total supply of labour with respect to price is not required. 

These restrictions on the validity of the theory are serious and have very 
important welfare implications. Whenever any one of the enumerated 
conditions does not hold, free trade no longer ensures “optimum” allocation 
of world resources and, as a corollary, it follows that there exists some sort of 
interference with the free flow of goods and services which would improve 
the situation. 

This may seem very protectionist and may seem to give aid and comfort 
to the mercantilists and to the defenders of present-day protectionist policies. 
This is, however, not so, although it is true that the naive, simon-pure free 
trade—liberal position is, in fact, scientifically indefensible. 

The implications of the above considerations for the free trade doctrine 
are less damaging than may appear at first sight for the following reasons: 
(1) Some exceptions to the free trade rule are apparent and not real. Suppose, 

e.g., that people have a preference for working in industry A as compared 

with B, because work in A is more agreeable or less expensive in terms of 

living cost (A may be, for example, work in the country or in small towns 
as against work in big cities or industrial centres). 

If, then, wages are uniformly higher in B than in A in order to overcome 

people’s aversion to work there and to compensate them for the inconve- 

niences or costs connected with A employment, the price ratio of A- 

output to B-output will not correspond to the opportunity-cost of A and B. 

And if, say, B is an import article, it would seem that protection given 

to the B-industry will improve the allocations of resources and increase 

national income.” 

This is, however, correct only if we define national income (and economic 


1 Some may object to the word “scientific” in connection with welfare and policy questions. 
Let me say, therefore, that in my opinion science should not and cannot pronounce value 
judgements. But that does not make welfare economics impossible. It only means that 
the underlying value judgements should be made explicit; or in modern jargon: an arbitrary 
‘‘welfare function” has to be defined. The rest is then entirely “‘scientific’’. 

is was actually the argument for protection used by M. Manoilesco and effectively critic- 
ized by Ohlin and Viner. 
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welfare) narrowly in terms of output of A and B only. If, as we obviously 
should, we make allowance for the comparative disutility of labour, 
the contradiction vanishes. 

(2) Another apparent deviation from the ideal case occurs if voluntary un- 
employment exists. 

Suppose commodity B is imported cheaply from abroad. If wages in B 
are rigid, unemployment will result; labour will go into unemployment 
rather than into employment in A. If the wage rigidity is due to union 
dictate (or to minimum wage legislation or simply to tradition and custom), 
i.e., if the unemployment is involuntary on the part of the individual 
workers, there will be a net loss to the economy.? 

Now suppose that the unemployment is due to the fact that the workers 
concerned were on the margin of indifference between working and 
not working. The utility of income just compensates them for the disutility 
of work and they prefer to go idle if their wage is cut further. They are 
then voluntarily unerzployed and if the disutility of labour is taken into 
account in addition to output in the calculation of national income (or 
“economic welfare”), unemployment does not iraply a loss in economic 
welfare. *® 

(3) Some of the deviations are temporary, e.g., those resulting from short- 
run rigidity of wages and prices, and short-run immobility of labour, 
which give rise to short run (“frictional”) unemployment. 

(4) I would not deny, however, that there exist many genuine and persistent 
deviations from the ideal conditions postulated by the free trade theory 
(apart from those various and temporary ones enumerated above). In 
all those cases interference with the free flow of goods and services, in 
other words deviations from the Jaisser-faire policy are, in principle, defen- 
sible. But it by no means follows that simple protectionist devices are 
the measures that are called for. The opposite (i.e., import subsidies 
rather than duties) may be indicated and many conditions (e.g., mono- 
polistic restriction) would require treatment at the source rather than 
restrictions on imports. It all depends upon the details of the situation.‘ 

Along those lines a very good case can be made for liberal trade policies. 

The arguments used must be different, however, from those usually put 

forward. They cannot be that we live in the best of all possible worlds and 

that there is no scope for economic improvements. This position is untenable. 

The case for liberal trade policies should be based on the fact that although 


1 We have here another case stressed by Viner in defence of the real cost theory. The “‘true- 
real cost” of producing B is greater than its opportunity cost, because of the special 
inconvenience (disutility) associated with employment in B. This may be readily granted, 
but there is no difficulty, as we have seen, in making allowance for this fact within the frame- 
—— of the opportunity cost theory. It is not necessary to adopt an untenable real cost 
theory. 

It should be observed that if the wage differential is imposed by, say, union action and 
does not correspond to the preference of individuals, the situation would be different from 
the welfare point of view. In that case the price ratio would correspond to the “real cost 
ratio”. 

* This has to be qualified: If B is imported at very favourable terms, the loss through un- 
employment may be offset by availability at low prices of B. (The offset does not concern 
the unemployed themselves, but the economy as a whole. I here exclude the question of 
changes in the income distribution. For details see my paper in Economic Journal, June 1950.) 

It should again be observed that this argument does not imply a denial of the obvious fact 
that the reduction in income of those concerned is painful to them. But the redistribution 
of income is a separate matter which is not considered here. It could, however, be taken 
into consideration by introducing a value judgment ad hoc. ‘ 

* Speaking of monopolistic restrictions in the hee and especially in the commodity markets, 
it should be remembered that the easiest and most effective measure against many (perhaps. 
most) monopolies is free trade. 
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the ideal conditions postulated by competitive theory and the free trade 
doctrine are never realized, there is at least a rough approximation. Further- 
more, the deviations from the ideal conditions are so complicated and 
variegated, so difficult to diagnose and to correct, that it is extremely difficult, 
if not impossible, to improve upon the outcome of the market mechanism. 
Especially in the present period which is characterized by a multiplicity 
of haphazard interventions of all kinds, tariffs, quotas, exchange controls, 
multiple exchange rates of official and unofficial character, etc., etc., the 
underlying comparative cost situation is so completely obscured that a rational 
policy is well-nigh impossible.1_ There can be no doubt that the unhampered 
price mechanism with all its imperfections would constitute a great improve- 
ment over the trade system which is currently en vogue almost everywhere 
in the world. 


Summarizing, we may say that a fully elaborated general equilibrium theory 
contains the comparative cost theory as a special case. Or, putting it the 
-other way round, a fully completed comparative cost theory merges into a 
full-fledged general equilibrium theory. This is true of explanatory theory 
as well as of its welfare complement.? The comparative cost theory in terms 
of opportunity cost is a close and most useful approximation to a more general 
equilibrium approach. 

It must not be overlooked, however, that even the so-called “general” 
equilibrium theory (and a fortiori the approximation thereto) is subject to 
severe limitations: problems of oligopoly and bilateral monopoly have not 
yet been fully solved.® 

This is probably a more serious limitation than the fact that the theory 
is almost entirely static and can deal with economic change only by compa- 
rative methods. 


1 This has been very forcefully demonstrated by A. Henderson in his article ““The Restriction 
of Foreign Trade” (Manchester School, January 1949). ; 

2 The latter is by no means completely separate from the former, but consists of the former 
plus certain value postulates. The systematic formulation and cataloguing of these value 

stulates (“‘possible welfare function”) has been far advanced but not yet quite achieved 
in the recent literature on welfare economics. (See esp. the works by Bergson, Hicks, Little, 
Reder, Samuelson and Scitovsky.) 

8 As William Fellner points out the “Theory of Games” developed by Neumann and Morgen- 
stern “has not so far been presented in a form in which economists could find it directly 
applicable to their problems”. (See Fellner, Competition a the Few, New York, 1949, 
p. 41.) Despite exuberant claims and enthusiastic reviews the theory has not yet been 
applied to any economic problem, as far as I am aware, except the Bohm-Bawerkian horse- 


market! 
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SOME PRACTICAL ILLUSTRATIONS 
AND APPLICATIONS OF THE THEORY 
OF COMPARATIVE COSTS' 


by G. D. A. MacDoucati 


THE LABOUR THEORY OF COMPARATIVE COSTS 


The work of Mr. Rostas on the productivity of British and American industries? 
makes it possible to test some aspects of the theory of comparative costs. 
According to that theory, when based on a labour theory of value and assum- 
ing two countries, each will export those goods for which the ratio of its 
productivity to the preductivity of the other exceeds the ratio cf its money 
wage rate to that of the other. Before the war, American weekly wages in 
manufacturing were nearly double the British? and we find that, where 
American output per worker was more than twice the British, the U.S. had 
in general the bulk of the export market, while for products where it was 
less than twice as high the bulk of the market was held by Britain. This is 
shown clearly in Table I, and more detailed figures are given in Table III. 
Out of 25 products taken, 20 covering 97 per cent of the sample by value 
obey the general rule, and two of the remaining five would cease to be 
exceptions if a different measure of productivity were chosen. 

But while in the normal text-book examples the exports of each country 
go to each other, the great bulk of the exports of the U.S. and the U.K. 
in 1937 went to third countries—more than 95 per cent of British exports 
of all our sample products but three, more than 96 per cent of American 
exports of all the products but six. [See columns (4) and (5) of Table III.] 
It is true that each country was nearly always a net exporter to the other 
of products in which it had a comparative advantage, but this is of limited 
interest since trade between them was in general a negligible proportion 
of their total consumption, despite the large differences in the ratio of producti- 
vity, which enabled some British industries to sweep the board in third 
markets, while in other industries America swept the board. Column (8) 
of Table III shows that, even where Britain had a comparative advantage, and 
could undersell American producers in third markets, her exports to America 
were usually a small fraction of one per cent of total American consumption. 
Where America had the comparative advantage, her exports to Britain were 
in general more substantial, but never more than a few per cent of total 
British consumption. 


1 The statistical and theoretical conclusions in this paper are provisional. It has been greatly 
abbreviated for publication. 

2 L. Rostas : ern Productivity in British and American Industry. 

3 The Ministry of Labour’s figure for average weekly industrial earnings in the U.K. in October 
1938 is 538. 3d. = $12.70 (at £1 = $4.769). The Department of Labour’s figure for U.S. 
manufacturing for October 1938 is $23.98, and the N.I.C.B. figure $26.14. These are 
respectively 1.89 and 2.06 times the British figure. The U.S. and U.K. figures are not 
strictly comparable (e.g., the U.K. figure includes some mining and quarrying, building 
and contracting, transport and public utility services, in all of which earnings were above 
the average) and there is also the question of weighting. While the sources ae quoted 
suggest a figure of about 2 for October 1938, a comparison of the U.S. and U.K. ‘Censuses 
of Production for 1935 suggests a figure nearer to 1 3/4. No account has been taken in 
this paper of differing wage ratios in the various industries. te 

* 1937 exports of products in the sample totalled $958 million from the U.K. and $788 million 
from the U.S. (nearly half total exports of manufactures in each case). Exports of “excep- 
tional” items were $33 million and $21 million respectively. 
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TABLE I 


U.S. and U.K. pre-war Productivity and Quantity of Exports in 1937 




























U.S. output per worker less than 1.4 times the 
British: 
Woollenand worsted. . .  . U.K. exports 
Margarine... —_ 
Men’s and boys’ outer clothing. 0 of 
wook .  . — 
Cement. . . . . . . — 


U.S. output per worker from 1.4 to 2 times 
the British: 
Beer . . . . . +. . ~ U.K. exports 
Rayon making. . . . . — 
Cotton goods. . . . . . — 
Rayon weaving. . . . . — 


Coke . : A ‘ : ; -— 
Leather footwear. ‘ ‘ : ~- 
Hosiery. . e Sede oe —_ 
Linoleum, cilcloth, ete. : ‘ A — 
Gigarettes.i 0 6 8 tts — 


U.S. output per worker more than twice the 


British: 

Paper’: ss lw ew te US exports 
Machinery. . . . . . — 

Tin cans. . ; : ‘ ‘ rs — 
Glass containers. ‘ ‘ ‘ , — 
Motor cars. : . . - ‘ — 

Pig iron. F ‘ . —_ 
Wireless sets and valves ‘ ‘ ‘ — 


Exceptions (U.S. output per head more than 
twice the British, but U.K. exports 
exceeded U.S. exports.) 


Electric lamps, rubber tyres, soap, biscuits, matches. 


See Table III for further details. 


250 times U.S. 


32 


23 
II 


18 times 


II 


Same as 


1 ¥4 times 


3 
3% 
4 


5 
8 


US. 


U.K. 


exports 


exports 











“Mine cs'n £2661 SLuOdXaA JO ALILNVNO 


joom jo Bunpoj> Jano sioq pur sud 














oS o'! co 

1 T 'g S 
\ 2 3 
1 &, & fae 
| S £3 
£ x 
l 7 A 
a 

z A. 

sodegh | 





2 sseIy 

















orts 


rts 
ts 


ef | Vv ys 
SIV 1OIOJY | 
, b) 
¥L SSO[IIIM | i, 
uost 31g | 
cr l | 4¢ 
z | 49 
r sue uly 
woac'sa spuey syuey wassnA 
4a410M Jad wa sn Ja¥10M sad 
indjno seM-a1g yndino sevM-a1g 
| SAAIUVL ANV SLUOdXA ‘ALIAILONGOUd | 
II T1avy 
3 sone - —_ - =~ acl re ec CNN ides 





al 
© 





6€61 uondumsuos 
‘sn Jo % Se ITN 
wo sjrodwy *s*f) 


go’o 
Fame) 

2s 

Ls 

SQATRA og 
s]0s L’v 
Vs 

Coo'o 


“2 7 deos 
sorh Jy, 1oqqny 
. “soyoVpy 
* + -syIMosig 

sduivy 911309774 


ssuoygaaxq “TIT 


sf 8 8 * guautan 
; ; 7 %  * guresreyy 
5 + 8 F60m zo 

SuIyiO[D 10yno skoq pu s,us|y 


"+ *paysIOM pue UdTTOOAA 
: "  *  *  Suryeur uoheyYy 
" %  *  *FeaMyOo} JOyIVI'T 
*SuIAvaM pue Zuruutds u0j0F 
: " * + Zuravam uodkeyYy 


: 3 *  soyoresiyn 
. . . + AlaIsopy 


- 8 8 8 gy0r5 


-  ‘Io0g 
“yf am uvyy 


jou saysom sag ynging ‘S"A ‘Il 


: * godeg 
‘ SIQUT}UOD SSETS) 
$ * Arouripoe yy 
: * si1vd 10}0/J 
. : *SOATBA 
$}9S SBUTAIOIOI SSOJOIT AA, 
MRS SN ‘wom BIg 
+ 8 SS ee 


oe anny 


souk saysom sag ynging “s"AQ ‘I 





(8) 

S61 
uonduimsuos 
"1'N Jo % 
sv “S'f) Woy 
sodwit yy") 


(s) 
L661 
salajyunos 
Il® 03 s}10dxa jo 
% SB *S'1) 04 
swodxg “'N 


(¥) 
Le61 
saljunoo 
Tl@ 0 sjs0dxa jo 
% IN 
s0dx'y “s'n 


(€) 
L€61 
‘Ia: ‘sa 
syi0dxy 
Jo 901g 


(2) (1) 
L€61 IBM-31g 
watson wWoa:’sa 

s}10dxyqy jo JayIOM 
AyuengG) zed yndjno 





III F1av.L 












































TARIFFS 


Why was this so? Apart from costs of transport and the many difficulties 
of selling in a foreign country where there are rival domestic producers, 
there seems little doubt that tariffs were a decisive obstacle. The approximate 
ad valorem incidence of the British and American tariffs (adjusted where 


£ possible for major excise duties on home-produced goods) is shown in column 

22 Ya (6) and (7) of Table III, and the diagram shows how far they offset comparative 
advantages in productivity for all products in our sample save the exceptions 

noted above. This diagram (drawn on a double logarithmic scale) shows 

the ratio of American to British productivity in each industry—measured 
vertically—and the ratio of American to British exports—measured horizon- 

& &2f tally. Where U.S. productivity is not more than twice the British (items on 


or below the thick horizontal line) the incidence of the American tariff is 
shown by an upward-pointing arrow. In cotton spinning and weaving, 
for example, U.S. productivity is estimated at 1.5 times the British, and since 
the U.S. tariff is about 33 per cent the arrow extends upwards to 2.0. This 
1]. means that, assuming a labour theory of value and American wages double 
_ the British, the price of U.K. cotton goods would be 3/, of the American in 
the world market, but as dear as the American in the American market 
after paying the tariff. The tariff thus exactly offset Britain’s comparative 
advantage in cotton goods, even ignoring the cost of transport. 

a) It will be seen that the American tariff fully offset Britain’s comparative 
advantage in every product except cement and coke (where the cost of trans- 
port is high), and footwear, where the remaining margin was not large in 
relation to the transport and other special costs involved, especially if American 
wages were less than twice the British. (The U.S. tariff also offset Britain’s 
comparative advantage as measured by export prices in every product save 
cement, coke and footwear.) It is perhaps significant that the American 
tariff was in general much higher on products where Britain had a comparative 
advantage than it was on the others. (The unweighted average was 57 per 
cent ad valorem where Britain had a comparative advantage, 28 per cent 
where she had not.!) The extremely protective nature of the U.S. tariff 
may also account, in part at least, for the fact that only 41% per cent of Britain’s 
exports of manufactures were sold in the U.S. although that country accounted 
for one-third of the world’s consumption (not imports) of manufactures 
outside the U.K.? 

The British tariffs were lower than the American for most products on the 
daae list. ‘The downward-pointing arrows in the diagram* show that they fully 
offset America’s comparative advantage in only paper and glass containers; 
British imports of these products from the U.S. were a negligible part of her 
total consumption. The British tariff failed to offset America’s comparative 
advantage in machinery, motor cars, wireless sets and valves, pig iron and tin 
cans; in all but the last, where the cost of transport is high because of stowage 
difficulties, Britain’s imports from the U.S. were a significant but still a small 
part of her consumption, ranging from '2% per cent to 8 per cent. That 
they were not larger may perhaps be partly explained by transport costs. 
The margins remaining after the tariff were small in machinery and motor 





Tyres 


1 Groups II and I respectively in Table III. 
2 Calculated from Industrialisation and Foreign Trade, League of Nations, 1945. 
5 If the U.K. tariff was 100 per cent, and the ratio of U.S. to U.K. productivity R, the down- 
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ward-pointing arrow brings the point down to 14+? 
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cars, and in pig iron the cost of transport is heavy. The more moderate level 
of the U.K. than of the U.S. tariff may help to account for the fact that as 
much as g per cent of the United States’ exports of manufactures in 1937 were 
sold in the U.K., not far short of the proportion (12 per cent) which Britain 
represented of the world’s consumption of manufactures outside the U.S.1 


CONCLUSION 


It is hoped that this paper has illustrated the usefulness of tackling problems 
of international trade through a study of individual commodities. Apart 
from giving an example of the practical working of the theory of comparative 
costs, it has helped to demonstrate the importance of the American tariff. 
It has shown that the U.K. can compete with the U.S. although her producti- 
vity in manufacturing is considerably lower (although this does not mean 
that the high and rapidly rising level of productivity in the U.S. may not 
aggravate the problem of international disequilibrium). The fact that 
American industrial weekly wages. which were less than twice the British 
before the war, are now more than 31/, ‘imes as high, suggests that there 
are important opportunities for British exporters in many new lines despite 
the relative rise in American productivity since before the war. 





1 Calculated from Industrialisation and Foreign Trade. : 
? Parts of the original paper omitted here dealt with the Ohlin Theory, Imperfect Markets, 
Indirect Labour, Relative Prices, A Larger Sample, and Elasticity of Substitution. 
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THE PROBLEM OF INTERNATIONAL BALANCE 
IN PROGRESSING ECONOMIES 


by Joan AKERMAN 


THE SETTING OF THE PROBLEM 


Our task is to search for principles which are appropriate to guide the economy 
of progressive industrial countries of a quasi-planeconomic type (United 
States and Western European countries 1932-39 and 1945-50) towards inter- 
national economic balance. This implies that countries with a relatively 
low rate of economic progress should be directed by a common policy, which 
excludes permanent or intermittent interference blocking the way to a general 
and even advance, while countries with a relatively high rate of economic 
progress should cooperate in the realization of this norm. 

Long-run and short-run goals and sequences are interdependent; but 
clashes between long-range plans and interventions in critical situations are 
unavoidable. The efficiency of a policy making for long-run international 
balance may be determined by its power to handle the stresses of adverse 
balance of payments, fall in the relation between domestic and international 
prices ana decrease in competitive ability of exports. An expedient long-run 
plan is therefore a short-run plan directed towards an ultimate goal. Most 
of the failures within the domain of international as well as monetary economics 
are characterized by a lack of connexion between long-run and short-run 
policy. 

The primary question, however, is to fix the premises for tendencies 
of the long-run type: how are the rates of progress of underdeveloped countries 
to be increased so that the different countries’ lines of expansion may consist 
of a bunch converging towards a level of real income per capita which is itself 
smoothly rising? 


INTERNATIONAL CONNECTING LINKS 


Every form of international economic policy presupposes some norms, which 
have to be accepted by all cooperating countries. The fundamental norm 
in the liberal system was the gold standard with its consequences for inter- 
national trade and foreign trade balances. When the international gold 
standard was “formally” reintroduced in the 1920’s many attempts were 
quite logically made to realize equilibrium in balances of payment. The 
definite failure of these attempts in the world economic depression of 1929- 
33 proved that the gold standard was a formal, not a real one. One single 
international norm survived the debacle; in spite of an economic policy 
constructed for a closed economy almost every country tried to stabilize the 
purchasing power of money. In the post-war world of today the clash 
between planned national budgets and international cooperation has made a 
quasi-liberal order impracticable (International Monetary Fund, continuous 
foreign exchange adaptation), while American loans and American deliveries 
of goods to Europe according to the Marshall plan are the dominating factors 
in international economic relations. This is of course a short-run policy. 
The question thus remains: Which is the international connecting link 
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economic balance may be constructed? 

Before attempting to answer this question we have to define the primary 
and secondary factors affecting trade balances in progressive industrial 
countries of the Western world. 


PRIMARY AND SECONDARY FACTORS 


We do not take account of general structural changes leading to a more 
liberal or a more planned institutional pattern, nor of the division of the 
world into two blocks; we suppose that we are planning for a one-world 
pattern of the actual Western type, including or excluding the present Eastern 
block. 

Such being the case, the primary factor making for lack of balance in 

_ foreign trade is the cost of production or rather opportunity cost in different 
countries. This means that different levels and different rates of increase 
in technological advance constitute the fundamental point, technological 
acceleration far more than natural resources being the main autonomous 
driving force in the epoch of industrialism. 

Foreign trade balances are, in a liberal economy, influenced by the 
relation between the internal and external price level, but price control does 
away with automatic price adaptation and the planned price changes do not 
as a rule make for a levelling of foreign trade balances. 

Changes in European foreign exchange rates have since 1945 consisted 
in depreciation in relation to the dollar, the only exception being Sweden’s 
appreciation in 1946, doubly compensated by depreciation three years later. 
A variable moving only in one direction is not a strategic factor. Moreover 
intermittent depreciation of European currencies cannot be regarded as an 
expedient policy obtaining balanced trade between America and Europe or 
between European countries. 

Since the beginning of the 1930’s the rate of interest has been practically 
constant and the discount rate has lost the meaning it had in a liberal economy. 
It is hard to believe in a renaissance of discount rate policy working through 
monetary agents on the foreign trade balance. 

As to international capital movements we cannot reckon with an influx 
of foreign capital as a regular agent promoting international balance in the 
long run. Neither the secular trend of foreign investments nor the American 
post-war investments in Europe of the 1920’s and 1940’s can be used as a 
proof. 

We are thus left with the level and rate of technological advance and their 
‘“onsequences, the different opportunity costs. If we presume that bilateral 
crade agreements and quotas will have no positive and probably a negative 
effect on long run balancing of international trade, we have to seek for a new 
international connecting link and a new device which will act in the desired 


manner. 


THE PRINCIPLE 


We propose, then, to make the stabilization of the nominal wage level within 
each country the internationally accepted principle. This norm is the heir 
of the price stabilization principle and is also in conformity with the cost 
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or principle, on which a long-run policy tending towards international | : 











I 
I 

















fy 4A —_~ - & ee 


The 
mai 









tional 


mary 
istrial 


more 
f the 
vorld 
stern 


ce in 
erent 
rease 
gical 
mous 


- the 
does 
» not 


isted 
Jen’s 
ater. 
“over 
iS an 
ye OF 


cally 
omy. 
ough 


rflux 
1 the 
‘ican 
as a 


their 
teral 
ative 
new 
sired 


thin 
heir 
cost 








pte erene 


Poa ane Eo 








principle as the base of differences in international trade balances. As the 
meaning of real wages has by now been thoroughly understood by trade 
unions and political leaders and a wage stop has been actually tried out 
(e.g. in Sweden since 1947) the way is already paved. The risk of inflation 
which threatens all attempts to maintain full employment and close a gap ina 
country’s trade balance would be reduced if not wholly obliterated. 

With the stabilization of the nominal wage level we do not of course 
imply constant wages of different groups, but a more or less constant average. 
The group-wages have to be adjusted regularly, for instance every year in 
connexion with the budget plans of national accounting. The price of 
labour (as well as for services) would thus be controlled, while commodities 
would be left to market adaptation, with due supervision of monopolistic 
price formation and profits. 

With technical advance, i.e., in a progressive economy, a stable nominal 
wage level would mean a falling price level, the gains of technical advance 
thus being visible in a continuous rise of real wages. Faulty investments 
and losses due to great variations in saving and in the productivity of labour 
would be much diminished, while many of the motives of nationalistic trade 
policy would be mitigated when cumulative inflationary processes were out 
of the question. Moreover a crisis in a country with a strong technical 
advance would not spread to less progressive countries to the same extent 
as when there is a profit as well as an income inflation. 


MEANS 


The fact that a growing national income from technical advance will be 
absorbed in all countries by lower unit prices of goods, does not settle the 
question of international balance in progressive economies. There must be 
a device with which the balance may be cancelled. The risk of autonomous 
price and profit inflation and its disrupting effects on international trade are 
lessened with our wage stabilization principle, but the change in the relation 
between internal and external prices due to different coefficients of pro- 
duction and different supply and demand functions will be a recurrent 
phenomenon. How are these difficulties to be overcome? 

We believe that the only proper agent is the tariff level, doing away with 
bilateral trade and quotas and presupposing that a country with a maximum 
technical advance (and hence a creditor country) will refrain from practically 
all tariffs. The tariff level will be changed regularly, say quarterly, while 
the relative weights of the different groups of import goods should not be 
modified more often than, say, every fourth year. The manipulation of the 
tariff level should thus not imply a beggar-my-neighbour policy but a method 
of regulating the surplus and loss in the foreign trade balance, correlated 
with a cyclical budget policy. The changes in the weights, which take place 
at long and fixed intervals, preferably at an international conference, signify 
that the different technical advance and change of cost structure of different 
countries has to be accepted and reckoned with in the most rational manner. 


EFFECTS 


The principle of stable nominal wage levels has a long-run scope, while the 
manipulation of the tariff level is a short-run policy, though with long-run 
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effects, ie., a narrowing of the margin between more and less developed 

countries, the proceeds of the tariff being used for investment in capital 

goods. 

When the technically most developed countries (U.S.A.) are in a phase 
of specially strong investment activity with large imports of raw materials 
and a large output of exportable goods, less progressive countries (Europe) 
will enjoy the same situation but gradually, in a less marked degree. 
Owing to the fact that technical acceleration is greater in the United States 
than in Europe the relation of American opportunity costs to European oppor- 
tunity costs will be falling, though prices in the new and in the old world will 
be rising. The terms of trade will turn against Europe and the pressure 
on the foreign trade balances there will be more manifest. The critical 
situation is thus not to be found at the time of an American economic crisis, 
but before that date, in the prosperity phase. A general increase of European 
tariff levels will therefore curb American investment through a decrease 

_ in the output of exportable goods and simultaneously strengthen European 
trade balances. Public investment in under-developed means of production 
is made possible and the depression phase will be a process of international 
equalization. In this respect tariff policy will be analogous to the efficient 
use of the turnover tax in budget policy, a tax which can be introduced, 
modified and abolished without delay. 


OBJECTIONS 


Every suggestion in the sphere of international economics can be criticized 

from economic, political, psychological and institutional points of view. 

As a discussion of progressive economies is more realistic than a static theory 

of international trade in a stationary system, the critical points are to be 

expected rather in the question of application than in the theoretical setting 
and analysis. We will mention only three possible objections: 

(1) If the different countries are sufficiently international-minded to stick to 
the rules of a stable nominal wage level and to change the general tariff 
level and the relative weight of the tariff groups according to an inter- 
nationally accepted plan, such a policy would be unnecessary because in 
such a case there would already be a good foundation for a cooperative 
policy leading to international economic balance. This objection may 
however be discarded as it can be levelled against every plan of this 
purport; moreover one has to suggest how international co-operation 
has to be organized. 

(2) Stationary nominal wage levels imply a falling price level and this does 
away with the balancing or rather crisis-postponing capacity of planned 
moderate inflation, this important instrument in the kitbox of the policy 
of full employment thus being lost. This objection may be contradicted 
in two ways: First, inflation may in the short run be a useful device 
to maintain the trade balance but in the long run perhaps no economic 
policy is more detrimental to international economic balance than infla- 
tionary processes, controlled or otherwise. Second: We have in the 
epoch of industrialism one period characterized by international economic 
balance and that is the period 1873-1896 with its regularly falling price 
level. 

(3) To accept tariffs as the main agent for the realization of balance in inter- 

national trade seems to run counter to the fundamental rules of welfare 
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economics and international trade. The theory of comparative costs 
and gains from international trade demonstrates that free trade is the 
only national alternative in an atomistic, stationary economy. The 
problem of economic distribution of productive factors has however 
another aspect when one takes technical acceleration, prevailing insti- 
tutions and long-run international balance into consideration. Bila- 
teral agreements and quotas are much more objectionable than tariffs 
from this point of view. Tariffs are here accepted as a balancing, not as a 
bargaining instrument. 












































B. ROUND TABLE DISCUSSION 
THE NATURE OF THE PROBLEMS (3 


Session of Monday, 11 September 1950 
Chairman: Professor L. C. Rossins 
Debate introduced by Dr. H. B. Lary 


(4 
INTRODUCTION TO THE DEBATE 
Dr. H. B. Lary began his introduction to the debate by defining the problems P 
under review as “those which have arisen over the past several decades in 
settling the accounts between other areas of the world and North America, A 
especially the United States of America; and, associated with those, the 9 
problems of balancing accounts as between the less developed areas of the 0 
world and the more developed countries.” 

Dr. Lary warned against the dangers of overlooking the long-term aspects d 
of those problems in discussing their more transitory phases; of failing to take 
current developments into proper account; and of approaching solutions on ( 
the basis of abstract principles rather than on reasoned expectation of the 
course of concrete events. He dealt in turn with the origins of the disequili- ( 
brium, its present setting, and the likely effects upon it of future developments. | 
ORIGINS OF THE DISEQUILIBRIUM : 
“At the risk of some over-simplification”, Dr. Lary suggested that changes — ( 
in invisible accounts had had a more basic and important influence in bring- | ~ ; 
ing about the present disequilibrium than had changes in the pattern of | “ 
merchandise trade. 


One of the most striking single factors in this field was the virtually 
complete disappearance of normal capital movements from the U.S.A. 
On the European side, special importance attached to the decline of the 
role of gold as a balancing factor in trade accounts. 

The structure of trade, deprived almost entirely of the supporting frame- 
work of invisible and capital movements, had on the whole altered more [ 
slowly. Such changes as did occur, Dr. Lary suggested, had been largely 
in the opposite direction from that which would have been required to conform 
to the changes in invisible accounts. 

Dr. Lary enumerated several such changes: 

(1) A serious decline, even before the war, in the U.S. propensity to import. 
This may have been due to a number of reasons, including normal 
technical changes such as that from raw silk to rayon, and may possibly 
have been connected with the devaluation of the dollar in 1934. Although 
this trend was disguised for some time by the relative decline in the prices 
of imports as compared with domestic prices in the U.S., and by large 
imports of foodstuffs during the 1930’s, it could definitely be seen to have 
emerged towards the end of the pre-war period. 

(2) War-time developments, when a further decrease in the import propensity 

of the U.S. was coupled with a very large increase in its export capacity. 
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The need for speedy adjustment in this field had, moreover, been removed 

by the Marshall Plan. 

(3) The failure of supplies from non-dollar sources to develop in adequate 
quantity. In this connexion, Dr. Lary stressed the far-reaching psycho- 
logical effects of the great depression on the outlook and policies of primary 
producing countries and pointed to the need for providing a greater 
assurance of stability in price and market, if Western Europe were to 
develop adequate substitutes for supplies from North America. 

(4) A shift in the demand of less developed countries towards the type of 
goods that the United States was in a much better position to provide 

than European countries. 


PRESENT SETTING IN THE LIGHT OF RECENT DEVELOPMENTS 


Against this background of individual causes and their collective impact 
on world trade and balances, Dr. Lary discussed developments up to the 
middle of 1950, prior to the Korean war. 

A rapid, indeed “dramatic” movement towards lessening international 
disequilibrium had taken place, in which three main components were 
discernible: 

(1) A fall by two-thirds, from mid-1949 to mid-1950, of the U.S. export 
surplus on merchandise account. 

(2) Predominance of a decline in U.S. exports as against import changes 
in bringing about the above fall in the export surplus. Dr. Lary quoted 
figures to show that this trend became manifest well before the devaluation 
of sterling, but that, in the most recent months, devaluation had made 
itself felt in a tendency for European exports to replace American exports 
in overseas markets. 

(3) The speed and extent of the recovery in German exports. 

These recent trends, Dr. Lary said, suggested that in spite of the strength 

of adverse continuing features the pattern of trade may yet show some flexi- 

bility. However, he gave a number of reasons for caution in appraising 
the encouraging aspects of the developments he had described: 

In the first place, Marshall Aid was directly responsible for an appreciable 
part of the improvement in European balances. Further, by far the more 
difficult part of the job of reducing European imports from America remained 
to be done. It had clearly been easier to reduce American imports in the 
measure in which post-war emergency needs had been filled and European 
production got into its stride again, than it would be to make a further reduc- 
tion in the order of two billion dollars, in the import of essentials. Third, 
the achievements described were realized partly by means of continuing 
high discrimination. Fourth, there had been only smail progress in European 
exports to the U.S.A., particularly with regard to finished goods. In this 
connexion, Dr. Lary raised the question whether reductions in the American 
tariffs during the last decade or so may have increased the elasticity of the 
U.S. market with respect to imports. 

Finally, Dr. Lary pointed to the fact that such adjustments as had been 
made lay largely in the direction of bi-lateral balancing of accounts and 
did not, therefore, really contribute much to a solution of the international 
disequilibrium. A situation in which Canada had balanced accounts with 
the U.S. on one side, and with Europe on the other, or in which Latin America 
or other under-developed areas found themselves in a position of mere balance 
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with the U.S.A., was both unnatural and likely to intensify disequilibrium 
in the long run. 

Dr. Lary’s review so far led him to this conclusion: “... that Europe 
has made considerable progress towards weaning itself from the necessity of 
dollar aid, and with strenuous and appropriate efforts may succeed in doing 
so by the end of the Marshall Plan period. But I do not see a situation 
which is likely, at any time in the near future... to make possible the 
restoration of a free area of multilateral patterns of trade.” 

This being so, Dr. Lary raised two questions: 

(1) Was it possible and desirable to work out something less than a universal | __ 
system, perhaps on a regional basis, providing for more freedom of trade? 
(2) Could a solution be found on the side of capital movements from the 

U.S.? 12 
Dr. Lary laid a good deal of stress on the need for giving urgent attention |_ 
to this second question, particularly in view of the radical changes both the | 
commercial and the political aspects of international investment had under- 

-gone since the U.S.A. inherited the position of main prospective investor. 
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LIKELY EFFECTS OF REARMAMENT POLICIES 





In conclusion, Dr. Lary expressed the fear that American and European 
policies of rearmament, as evidenced by what he called post-Korean develop- : 
ments, would postpone the solution of and ultimately aggravate the problems : 
of long-term balance. ; 

On the side of imports into the U.S., it was true that a greater demand 
for European goods could be expected; but at the same time, there would 
be a great expansion of European home demand, European home markets 
would become relatively more attractive than export markets, rearmament 
would compete with the export industries and it would prove difficult to 
maintain the degree of export efforts now achieved. 

As concerned exports from the U.S., a renewed increase of exports of : 
capital equipment to Europe must be expected. This would not only tend 
to counteract the balancing of European accounts, but would have an even 
more serious impact on overseas countries by curtailing their ability to obtain 
imports and thereby slowing down their economic development. 

“Indeed,” Dr. Lary concluded, “it seems to me there is a risk that, unless 
we take a very careful view of this problem and unless every effort is made 
not to sacrifice unduly the interests of these overseas countries, what is being 
sought on the side of mobilization is being lost through failure to carry out 
the developments so urgently needed.” 


























DEBATE 






In throwing open the floor for discussion, Professor Robbins suggested, from 
the Chair, that the debate might usefully proceed along |two distinct lines: 
diagnosis first, and therapeutics later. The debate did not, in fact, follow 
this distinction very clearly; however, it has been found convenient, for 
purposes of condensed presentation, to retain the two headings and, indeed, 
to effect some further grouping, as follows: Diagnosis (Appreciation of various 
causal factors; Applicability of mechanisms of adjustment; Social and poli- 
tical considerations) ; Therapeutics [Aims of remedial action; Means of restoring 
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balance; (a) Multilateralism; (b) Structural changes; (c) Discrimination 
against the U.S.; (d) Increase in capital flow from the U.S.]. 

This grouping involves an almost complete disregard of the chronological 
sequence of speeches and also, in many cases, a dissection of individual 
speakers’ remarks and consequent loss of unity. It does, however, reflect 
the major trends of the debate, the main recurring lines of thought as well 
as the most outstanding individual contributions. 


DIAGNOSIS 
Appreciation of Various Causal Factors 


Throughout the debate, the general validity of Dr. Lary’s analysis was taken 
for granted, even by those speakers who added new items to the list of causal 
factors. There was, however, a constant shift of emphasis from one cause, 
or set of causes to another, as the main culprit. Another prominent feature 
was Professor Haberler’s point-by-point questioning of Dr. Lary’s interpret- 
ation and conclusions. 

The whole picture of American import propensity, for instance, Pro- 
fessor Haberler suggested, looked different and brighter if qualitative analysis 
were supplemented by quantitative appraisal: if American import propensity 
had decreased, so had that of other countries, perhaps to an even greater 
degree; if imports of raw silk and rubber had declined, the opposite was now 
true of steel and petroleum. The adverse effect on European balances of 
loss of investment income, too, looked less serious in actual quantitative 
terms. 

The shift of demand towards U.S. export goods seemed to Professor Haber- 
ler to be of a transitory, short-run nature. 

As for the likely effects on Europe of the war boom, Professor Haberler 
pointed out that while the burden of additional armaments may lead to 
inflation and thereby to further difficulties, those were not really directly 
concerned with adjusting international accounts, but rather with “getting 
along within one’s income”. 

Professor Haberler agreed fully, however, with Dr. Lary on the dangers 
of the development towards bilateralism. Any further increase in European 
exports and decrease in American exports could contribute to a correction 
of the existing disequilibrium only in the measure in which bilateral balancing 
of accounts was eliminated in favour of multilateral trade. 

Another possibility of taking a different view of the U.S. propensity 
to import was suggested by Professor Tinbergen, when he put forward the 
thesis that the whole picture depended on an appraisal of the elasticity of 
substitution of imports in the U.S.A. In particular, he mentioned the results 
of the most recent econometric attempts at measurement, which would make 
it appear that long-term elasticity was considerably greater than short-term 
elasticity, and that even the latter was higher than was originally thought. 
If this proved to be true, and if the time element could also be measured, 
an automatic solution could reasonably be expected. 

Stressing the effects on equilibrium of the breakdown of multilateral 
trade, Professor J. G. Koopmans discussed the disappearance of the Far 
East link in the multilateral chain, and also the aggravating factor of non- 
convertibility. 

Professor Hoffmann referred to two long-term developments, which 
were additional to actual influences of recent history in bringing about the 
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structural changes leading to disequilibrium: first, the divergent long-term 

trends of different countries’ propensities to import, with a progressive increase 

in such countries as the United Kingdom and a progressive decrease in the 

United States; and second, the long-term trend towards a rise in raw material 

prices and a fall in the price of manufactured goods. In addition, he thought 

that there had been a tendency to underrate the significance of German 
recovery and the large-scale re-entry of Germany into foreign markets both for 
exports of manufactured goods and imports of materials. 

Other factors which were singled out as having made major contributions 
to the present international disequilibrium included the excess of investment, 
in recent years, in European countries (Professor Mossé), and the generally 
unbalanced state of public finances. In this latter connexion, Professor 
Rueff drew attention to the role of the ECA counterpart funds, release of 
which, he contended, would annul corresponding parts of the deficit but, in 
the same measure, prevent the processes of normal automatic adjustment 
from coming into play. 


Applicability of Mechanisms of Automatic Adjustment 


Professor Rueff raised a question which had been the subject of heated discus- 
sions in France during recent months, i.e., whether or not the present disequi- 
librium was amenable to the influences of the free play of the ordinary 
mechanisms of adjustment; how far, in fact, it was inevitable because its 
causes were structural, or how far it was due to the monetary policies of 
European governments. 

Professor Rueff himself took a firm stand on the side of the mechanism of 
adjustment. He saw proof of its continued efficacy, i.e., in the effects of 
devaluation, in the improvement in the French balance of payments by virtue 
of a reduction in the French deficit, and in the effects on the German situation 
of the monetary reform. 

There was no general inclination to accept Professor Rueff’s notion of 
clearcut and mutually exclusive alternatives, but rather to diagnose a mixture 
of the two and accordingly, to recommend a dose of medicine for both. 

Some speakers, however, would not even admit the distinction as valid; 
most outspoken among them was Mr. MacDougall, who argued that if 
allowing the ordinary mechanisms to work meant deflation and unemploy- 
ment, one would find oneself up against some facts that were quite as hard 
and inevitable as any that were generally described as structural, such as 
the U.S. tariffs: namely, that people did not like being unemployed and 
would fight against any severe fall in their standard of living. 


Social and Political Considerations 


It was a striking feature of the whole debate that the weight of social and 
political factors made itself felt over and over again and in many different 
contexts, more particularly in everything that was said on the aims of 
therapeutic action. Here meanwhile are a number of points made in 
various other connexions. 

Professor Keirstead drew attention to the fact that the U.S.A., by virtue 
of its very size, wielded a disproportionate power over the lives of people 
in other countries. Even very small changes in the American propensity 
to import, income structure, demand, etc., were able to bring about very 
grave dislocation in primary producing countries as well as in countries 
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term [| which depended on the U.S. for essential imports. The present dis- 
crease | equilibrium, he suggested, was rendered far more inflexible by the political 
in the _ impossibility of other governments asking their peoples to accept far-reaching 
terial | changes in employment and living standard in order to accommodate themselves 
ought | to shifts in the American economy. 
rman Professor Van Sickle suggested that the very lowness of American propen- 
thfor | sity to import was itself to a great extent the result of internal political pressures. 
= Professor Leontief made the point that the possibilities of large-scale 
itions | — foreign investment were likely to be strongly influenced, in a restrictive sense, 
ment, | by the measure of domestic controls to which national economies were 
rally {| subjected. 
fessor | Professor Mossé pointed to the internal political effects of excessive invest- 
Se of * ment in European countries: it had led, he said, to abnormal imports, the 
ut,in deteriorating internal monetary situation had lowered the standard of 
ment | living or at least prevented it from rising, and the resulting social unrest 
_ had created favourable conditions for certain political agitation. 
i Professor Keilhau blamed the habit of thinking in political antitheses 
_ for an undue growth in bilateral thought in economics. The setting of the 
_ problem as “Europe and America” was blinding the world both to the emer- 
scus- | _ gence of strong new factors, such as the common fear of Communism, and to 
squi- | __ the entirely unilateral aspect of a number of European developments, such as 
nary | the equalization of personal incomes and the shift from private demand to 
e itt | the demand of planned economics. 
s of 
THERAPEUTICS 
m. of 
died Aims of Remedial Action 
rtue 
_ _ The debate on what action might be appropriate to deal with the situation 
of of disequilibrium which had been so fully analysed, followed two main tenden- 
tne + cles: first, conspicuous restraint in the advocacy of specific, well-defined 
| measures as against an appraisal of the relative chances of success of various 
lid: | possible courses of action; and second, an apparent readiness to accept the 
id; , Ree a ‘ : : 
t if , re-establishment of balance as an aim in itself, without further qualification. 
love The preoccupation with social and political considerations suggests that 
ard the lack of explicit comment on the latter score may have been deceptive. 
Fa There were, indeed, notable exceptions. ; ; 
ane The first to develop the point was Professor Robinson. Talking of balance 
was only half the story, he said; the level, the actual amount, of trade was just as 
important, and it ought to be high. It was a profoundly unsatisfactory 
solution, he insisted, to redress the balance, as recent developments indicated 
was the case, by reducing trade between Europe and North America, 
thereby making Europe more autarchic and limiting the use of the great 
nd developed resources of North America. He concluded: “I believe that in 
ont the end facts de prevail; and in the end the importance of integrating the 
of democratic countries of Western Europe with the democratic countries 
n @ which have developed resources in the rest of the world is going to prove the 
§ necessity of doing it, is going to prove of such paramount importance for the 
ue @ survival of democracy that that is the solution which somehow or other 
le FE will be found.” 
ity In full agreement, Professor Elliott supplemented this concept of balance 
Ty on a high level by one, also in terms of suitable commodities. The 





great cereal-producing areas of Canada, for instance, he explained, should 
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in fact be used to produce food and should not be allowed to be depopulated, 
lest the rest of the world raise the accusation that those great resources were 
not adequately used and lest adjustments which trade had failed to make, 
were ultimately to be made politically. 

In a narrower sense, the kind of balance that European countries might 
achieve after the cessation of Marshall Aid, was discussed by Mr. Uri and 
Mr. Kaldor; it was said that by helping to maintain deficits, the Marshall 
Plan had contributed to the prospect of balance at higher levels of production, 
employment and standard of living than would otherwise have been possible. 


Means of Restoring Balance 


The height of American tariffs, U.S. propensity to import, the effect of long- 
term elasticities, capital equipment of under-developed countries, the shift 
in geographical and political frontiers, the movement of the terms of trade 
were all discussed from the point of view of a restoration of balance. 

In connexion with American tariffs, repeated reference was made to 
Mr. MacDougall’s paper which showed that before the war the U.S. tariff 
fell very heavily on those manufactures for which Europe had a comparative 
advantage and which Europe was able to export to third countries in compe- 
tition with the United States. The question was raised by Dr. Lary and 
Professor Haberler whether, and how, recent reductions in American tariffs 
had affected this situation. 


(a) Multilateralism. It seemed to be taken for granted by all that the resto- 
ration of multilateral trade was desirable; but some were very much less 
sanguine than others in their hopes of success. 

Among those who had specific action to propose towards such a resto- 
ration, was Professor Kiing, who advocated the freeing of the exchange 
mechanism beyond the International Monetary Fund’s provisions for depre- 
ciation of currencies. Ifa way could be found, he argued, of letting currencies 
find their own level, while at the same time preventing erratic capital move- 
ments and short-run fluctuations, multilateralism could be restored and 
long-run elasticities (about which there was now less pessimism than there 
used to be when low short-run elasticities were adduced as an argument 
against the working of the exchange mechanism) could then also be left to 
work out their balancing effect. 

Professor Haberler, in discussing the effects of collective devaluation 
against the dollar, which he was careful to explain did not imply discrimi- 
nation in the ordinary sense, pointed out that it was mathematically impossible 
that the terms of trade should move against all the devaluing countries, 
particularly since deficit countries included both industrial and primary 
producing countries. 

Professor Robinson stressed the importance of precise thinking about the 
limits of multilateral trade. Multilateral earnings and multilateral exchange 
between different regions, he said, were one of three things which had to be 
brought into a consistent pattern in order to restore equilibrium in inter- 
national trade; the other two were direct exchange of goods and services, 
and capital flows between different regions. A good deal was known about 
direct exchange and the difficulties of adjustment in this field; but, he pointed 
out, less was known about either of the two other factors, and both tended to 
be treated as a convenient deus ex machina, to set things right when direct 
exchanges proved unamenable to adjustment. The experience of the United 
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Kingdom in looking into its sources of multilateral dollar earnings, he 
explained, showed that it was a question of some perfectly identifiable commo- 
dities and markets, namely the prospects of rubber, cocoa, tin, etc., having 
an increase in sales to particular regions. Multilateral earnings, he warned, 
were not indefinitely expandable and remained subject to economic forces 


just like other earnings. 


(b) Structural changes. His argument about the limiting factors attaching 
to each of the components of any restoration of an international system of 
trade, led Professor Robinson to stress, as Mr. MacDougall had done before 
him, the need for real changes in the pattern of production or consumption, 
or both. 

The MacDougall-Robinson argument was, in short, that structural 
change must be met by structural change, and that there was in the long-run 
no way of escaping that uncomfortable necessity. 

Among the great structural changes so to be met, Professor Robinson 
pointed to the movement of the terms of trade against Europe, and to the 
emergence of Western Germany as a nation no longer able to draw on the 
food resources of the East. Mr. MacDougall listed the loss of investment 
income by Western Europe, loss of overseas markets during and immediately 
after the war, failure of the gold price to rise, reduction of trade between 
Eastern and Western Europe, and reduction of supplies from non-dollar 
sources. 

These structural changes due to the war, Mr. MacDougall said, involved 
an annual loss of about ten billion dollars for Europe, to offset which equally 
great structural changes would be required. 

Mr. MacDougall did not rule out monetary policies, a certain degree 
of deflation and manipulation of exchange rates, as applicable correcting 
factors; but they were third in order of importance, after favourable structural 
changes and the degree of elasticity. 

The last two factors, Mr. MacDougall suggested, would also be decisive 
in determining whether or not equilibrium could be re-established without 
discrimination against America, a policy for which he expressed great dislike 
and in favour of which he could see no prospect of either economic or political 


benefit. 


(c) Discrimination. The first and main advocate of a policy of discrimination 
against the U.S.A. was Mr. Kaldor. He made the important qualification, 
however, that discrimination would become inevitable only in the absence 
of further substantial unilateral transfers from the U.S. after the cessation 
of Marshall Aid, and he professed to some optimism on that score. 

If, however, Mr. Kaldor argued, both the propensity to import goods and 
the propensity to export capital from the U.S. were very low, then non- 
discrimination by Europe against the U.S. would involve balance at such 
a low level as to become wholly impracticable. 

Professor Sir Hubert Henderson agreed that some discrimination against 
the U.S. might become “an ineluctable necessity”, insofar as it might enable 
Europe’s limited dollar income to be spent on such American supplies as were 
essential rather than on goods that could be obtained from European or non- 
dollar overseas sources. 

Professor Rappard and Professor Keilhau strongly opposed any policy 
of discrimination against the U.S., mainly on grounds of likely political 
reactions and retaliatory measures which might prove extremely damaging to 


European economy. 
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Professor Haberler went in some detail into the possible effects of discri- 
minatory action. One hundred per cent discrimination, he submitted, was 
equivalent to customs union, i.e., to total abolition of customs duties within 
one area, and this was a situation which was traditionally regarded as “good”. 
In any case, it was one that was fundamentally different from discrimination 
to any degree less than 100 per cent, which was regarded as “bad”. Ex. 
perience showed, Professor Haberler said, that preferential systems were, in 
practice, always selective in some way or another, by limiting preferences to 
quotas, excepting certain commodities, giving different kinds of preferences 
to different commodities, etc.; this selectivity of preference systems, he argued, 
eventually resulted merely in a re-shuffling of trade and not in any real 
increase in the international division of labour. 


(d) Increase in Capital flow from the U.S.A. The question of how far an increase 
in the capital flow from the U.S. to Europe and particularly to under-devel- 
oped countries overseas could contribute to re-establishing world balance, 
and what could be done about it, did not receive as much attention as Dr. Lary 
had invited in introducing the debate. 

Professor Van Sickle was alone in expressing optimism as to any large- 
scale private American investments following the present public flow of 
American capital, provided borrowing countries succeeded in creating 
stable investment conditions. As against his optimism, Professor Leontief 
pointed to the limiting factor that domestic control of capital movements 
was likely to prove and Professor Robinson to the lack of realism in expecting 
large capital flows in the absence of economic forces to make the capital 
flow. 

The question was discussed in some detail by Professor Weiller. He 
argued that European countries could not, in any sense, be regarded as 
“new countries” from the point of view of the investment of foreign capital; 
and that the effects upon international balance of American investment in 
under-developed countries were likely to be of an indirect and somewhat 
long-term nature. Elaborating this last thesis, Professor Weiller said that it 
could hardly be expected that under-developed countries would spend 
American monies in the purchase of capital equipment from Europe; but, in 
the measure in which American capital contributed to their development, 
these countries would, in time, be able to export to Europe more of the 
kinds of goods that Europe now had to buy from dollar sources. 

Dr. Lary himself returned to the question of capital movements at the 
conclusion of the debate. The emphasis he wished to place on its importance 
will best be illustrated by his own words: 

‘Both for political and economic reasons it is absolutely necessary that 
a large volume of development should be carried out in those areas which 
are lagging so far behind and whose populations are outrunning their 
means of production.... We are storing up extraordinary difficulties for 
the future if we do not see this realistically.... I repeat that I do think 
one of the most serious dangers of the immediate present is that the absorp- 
tion with the domestic aspects of military preparedness is going to make it 
even far more difficult than it might have been a few months ago to find 
a constructive way to meet this question of the problems of under-deve- 
loped countries and therefore, in some respects, the problem of inter- 
national disequilibrium is going to be postponed and rendered far more 
acute than it is now.” 
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INTERNAL POLICY 
IN RELATION TO EXTERNAL BALANCE 


Session of Tuesday, 12 September 1950 


Chairman: Professor Jacques RUEFF 
Debate introduced by Professor Sir Hubert HENDERSON 


INTRODUCTION TO THE DEBATE 


Elaborating the title of the debate he was introducing, Professor Sir Hubert 
Henderson said that he proposed to concentrate mainly on the question of 
“how the external balance may be affected by internal policies designed 
for internal ends, that is to say welfare, maintenance of national income 
on the one hand, and disinflation both financial and monetary on the other; 
and consequently on the way in which the needs of the balance of payments 
position should affect such policies”. 

Sir Hubert first expressed his belief that internal policies on these broad 
issues were, alone, not sufficient to adjust large external deficits. Expedients 
such as export drives, import restrictions and, where some currencies were 
harder than others, discriminatory restrictions would, in such cases, become 
necessary, even though great disadvantages attached to them. 

Turning to his main subject, Sir Hubert made it clear that he would 
develop his argument on one fundamental assumption, namely that large 
defence expenditure was going to be the normal economic environment 
of the Western world for a period of indefinite duration. On the basis 
of that assumption, he forecast inflationary pressure throughout the world 
and argued that the maintenance of external balance in such conditions 
would require internal measures for checking inflation. 


THE SIGNIFICANCE OF REARMAMENT 


Sir Hubert asserted that Korea, and the rearmament policies the Korean 
war had initiated, had radically outdated the view that the chief danger 
today was that of mass unemployment, cyclical depression and a deficiency 
in aggregate demand. On the contrary, the prospect of every country in 
Western Europe and North America having to superimpose large-scale 
defence expenditure on a high and growing rate of governmental expenditure, 
made it clear that the prevailing trend would be one of excess, and not of 
deficiency of aggregate demand. This was all the more true as large parts of 
governmental expenditure, such as social services, entailed additional consump- 
tion of goods and services and a high rate of taxation, with a consequent lack 
of inducement for a high rate of saving. 

Sir Hubert insisted that the Korean war must not be regarded as just an 
episode involving a two- or three-year emergency, but that it was inevitable 
“if the right policies are to be pursued by the countries of Western Europe” 
that a high level of armament expenditure would have to be maintained for 
a very long time. 

In these conditions, Sir Hubert declared, “the central economic problems 
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will be those of checking inflation and of maintaining international balance 
between different countries which may be undergoing various degrees of 
inflation.” 


THE DANGER OF INFLATION 


The danger of inflation throughout the Western world, Sir Hubert said, 


would obviously be supreme during the next few years, when defence pro- | 


grammes were getting under way and the growth of military expenditure, 
as well as governmental expenditure under other heads, would far outstrip 
the limited year-by-year growth of national income. There was, Sir Hubert 
suggested, a difference between the economic consequences of a permanently 
high level of military expenditure and those of a growing one; but even when 
defence expenditure settled down at a high level, any serious deficiency in 
aggregate demand was much less likely to arise than when military and other 

- governmental expenditure were at a low level. In the first place, the “grow- 
ing” phase of defence expenditure would leave a pent-up demand for consumer 
goods behind it; and secondly, a high level of military expenditure entailed 
a diminution in the effective volume of production so far as goods available 
for consumption were concerned. 


MAINTENANCE OF BALANCE UNDER CONDITIONS OF INFLATION 


Turning to policy, Sir Hubert formulated the main question facing govern- 
ments today as that of the choice of the right internal policies to preserve 
equilibrium in a state of general inflation. 

Devaluation as a remedy for an excessive level of costs, he suggested, 
may have been advisable when deflation was the order of the day and de- 
pression seemed to be the main danger; it was not so when there was an 
inflationary trend, because devaluation was then likely to result in a further 
increase in internal price levels. Both as a matter of internal policy and of 
“good international behaviour”, a country with an actual or potential deficit 
must prevent its internal price level at any rate from going up faster than that 
of the rest of the world; it must prevent an inflationary trend at home larger 
than that in the outside world; it must establish its costs and prices in relation 
to world costs and prices at a favourable competitive level. 

Talking of the means by which a country could avoid internal inflation, 
Professor Sir Hubert Henderson argued that in the present situation the 
technical limitation of currency supply was an inadequate, and would, more- 
over, be an unwise measure. In the first place, the supply of currency notes 
by the issuing bank was nowadays in most countries a purely passive factor; 
in the second place, the monetary factor helped to regulate the volume 
of internal demand in what Sir Hubert termed “a rather clumsy way”, by 
concentrating mainly on the volume of borrowing for business purposes. It 
was not the best way, in his view, to restore a relation between the internal 
purchasing power of a country and the size of its external monetary reserves, 
such as had been provided by the gold standard. 

In conditions of large military expenditure the essential problem was to 
keep other governmental expenditure in bounds, especially such parts of it as 
represented additional consumption of goods and services. Since it would 
be inappropriate for any government to say: “We cannot re-arm”, other 
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governmental expenditure must be reduced so as to make room for a sufficient 
volume of military expenditure. It was a problem, Sir Hubert concluded, 


4 which must be tackled directly and not through indirect means such as 
limiting the currency supply. 


THE DOLLAR PROBLEM 


Given the successful establishment of appropriate internal cost and price 
levels in relation to world costs and prices, Sir Hubert suggested that 
the dollar problem would become somewhat easier as a result of the new 
developments since Korea. 

He argued that in fact the U.S.A. was likely to bear the lion’s share of 
the war expenditure; that rearmament was going to put more dollars into 
circulation in the outside world than President Truman’s “Point Four” 
was ever likely to do. If, in such conditions, other countries managed to 
establish and maintain a favourable level of costs and prices, the marketing 
problem would not be so difficult. 

The problem of an adequate volume of exports would not be one so 
much of markets, but, as it had been since 1945, rather one of the relation 
between production and home consumption. 

This was yet one more reason, in Sir Hubert’s view, for the all-important 
avoidance of internal inflation. 


DEBATE 


As a result, perhaps, of the lead given by Professor Sir Hubert Henderson, 
the debate that followed had a predominantly political character. The 
technical aspects of the relation between internal policies and external balance 
were, on the whole, discussed only through reference to background papers 
by Professor Keilhau and Mr. Kaldor. 

The debate did not entirely confine itself to the limits drawn by Sir Hubert 
and, indeed, there was a protest from Professor Robinson against any attempt 
to restrict scientific discussion to any one set of premises, however topical 
it might be. But most speakers did focus at least part of their observations 
on the economic climate of rearmament, and the debate as a whole lends 
itself easily to being reported under the following headings: Rearmament and 
external balances (Checking Inflation; Maintenance of deficits; Effects of 
rearmament on the dollar gap); Levels of consumption and external balances. 


REARMAMENT AND EXTERNAL BALANCES 


There was no challenge to the thesis that rearmament would mean infla- 
tionary pressure throughout the world, but some doubts were expressed 
whether the ‘dollar gap was really likely to be substantially reduced by 
rearmament policies. 

Professor Keilhau raised the point that it could not be taken for granted that 
a period of long armament lay ahead of the Western world, but that there 
was “at least a 50:50 chance” of having to repulse a war in a very short 
time and therefore having to face a short period of feverish rearmament. 
Acknowledging that point later, Professor Sir Hubert Henderson said that 
even an early outbreak of actual war would not reverse the inflationary 


6 81 





trend he had predicted, and would certainly not lead to economic problems 
which resembled those of the 1930’s. 


Checking Inflation 


Mr. Kaldor expressed his emphatic agreement with Sir Hubert that “suppres- 
sed inflation is definitely preferable to an open one”. But he parted company 
with him when it came to the advisability of currency depreciation. He 
suggested that when governmental measures designed to suppress inflation 
were unsuccessful—which, he said, had been the case in France and Great 
Britain—and domestic prices did rise, the currency would become progressively 
overvalued. In such a situation it would be the lesser evil from an inter- 
national point of view to allow the exchange rate to be allied to the move in 
prices rather than to maintain it at what became a progressively more arti- 
ficial level, provided devaluation was used judiciously and not too often. 
Mr. Kaldor ruled cut the liberal solution of allowing exchanges to fluc- 
tuate freely because, in his view, that would inevitably mean inflation. 
Mr. Kaldor also suggested that if countries which failed to control their 
inflation were bad neighbours, so were those which kept on having deflation, 
and declared that the existence of “large armies of unemployed . . . and reserve 
capacity of plant and equiprnent” in Germany, Italy and Belgium was a 
“crime against the interests of the Western world”. 
(The suggestion that there was a large industrial reserve capacity drew 
immediate interjections of doubt from Professor Dupriez and Dr. Lary.) 
Taking up the advisability of devaluation once more, Professor Keilhau 
warned that devaluation may become disastrous if used too often. It would, 
he explained, be disastrous to the psychology of the democratic peoples to 
undermine confidence in saving, in the credit system and in the whole struc- 
ture of economy built up in the nineteenth and twentieth centuries. 


Maintenance of Deficit 


Professor Robertson argued that since rearmament was only in part a physical 
problem of tanks, planes, etc., but to a much larger extent a psychological 
one—“it would be no use providing people with tanks and planes if they 
should use these weapons against those who supplied them”—the first requi- 
rements of rearmament were in the field of social welfare, social security, 
and an increase in monetary and also in real wages. “How can this be 
achieved ?” asked Professor Robertson, and supplied the answer: “Only 
by a very substantial disequilibrium in the balance of payments”. Improve- 
ment in the standard of life of the population was an essential condition of 
rearmament, the flow of money incomes would be more important than 
the flow of production, and it would be necessary, first of all, to have imports 
from richer countries. 

Rearmament, Professor Robertson pointed out, required a certain amount 
of inflation; but if there were increased imports of food and consumer goods, 
there would be a possibility of competing with internal production and 
bringing down inflated prices. 

The problem became largely one of American propensity to invest abroad, 
but the very willingness to make such investments may largely depend on 
proof that Europe was really willing to defend herself. 

Professor Suvla observed that his own country, Turkey, had no possibility 
of increasing its already heavy expenditure on armaments unless it were 
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enabled to maintain a very large deficit, because otherwise consumption 
would fall to a level unacceptable to the population and “unworthy of the 
European community”. 












































Effects on the Dollar Gap 


nl Dr. Lary expressed the view that rearmament could ease the European 
any | shortage of dollars only if the United States did the bulk of the rearming and 
He | Europe very little. If the armament effort were spread all round, however, 
Hon the situation might on the contrary become worse, because in the first place 
we raw material prices were bound to go up, and secondly, quite irrespective 
rely of taxation and the possibilities of economy in government expenditure, 
on armament production must compete with export production. 
>in | Dr. Lary did not, however, expect any such deterioration in the balance 
Tu- | position to lead to a crisis in the technical sense. Given the rearmament 
en. boom, he said, neither the U.S.A. nor the British Dominions would allow 
uc- | an exhaustion of reserves and the financial resources to meet a financial crisis 
: would be forthcoming. 
— © Professor Weiller questioned Sir Hubert’s view that rearmament would 
on, lead to a new development through an increased supply of dollars in the 
nve outside world. Large though the Marshall Aid figures were, they were 
$a inferior to capital transfers of the preceding years and he did not feel sure 
that private investment in new countries, President Truman’s “Point Four”, 
€w } and rearmament together would really give rise to investments exceeding 
y:) those figures. If they did not, there would be no “new development” to 
me influence the dollar gap in a favourable sense. 
Id, | Professor Keilhau observed that the dollar situation of individual Euro- 
to | pean countries was likely to be affected in varying degrees, according to 
1c- | their different rearmament needs, the proportion of imports available from 


Europe and non-dollar sources to those which must come from North America, 
and the varying amount of American aid forthcoming in each separate 
case. 





LEVELS OF CONSUMPTION AND EXTERNAL BALANCES 


Defending not only his own background paper, but also himself and his co- 
authors of the United Nations report on “National and International Measures 
for Full Employment” against Professor Sir Hubert Henderson’s criticism of 
being 20 years out of date, Mr. Kaldor contended that if rearmament had in 
fact relegated the economics of deflation and cyclical depression to the past, 
it was only to the very recent past; these matters still had a legitimate place 
in the forefront of economists’ preoccupations. This was all the more true 
since a number of post-war agreements, notably the Charter of the United 
Nations, the Bretton Woods Agreement and the Havana Charter were quite 
explicit about the obligation incumbent upon member states to achieve 
and maintain full employment, which was clearly regarded as a fundamental 








t 
: base of the entire post-war economic structure. 
d As for being 20 years out of date, Mr. Kaldor recalled that in the summer 
of 1949 the United States was experiencing a recession which was quite compa- 
1, rable to those of the 1930’s. Nobody, in 1949, considered the problems of 
n — economic recession as belonging to history. Incidentally, Mr. Kaldor 


declared, the 1949 recession had been stopped by methods not so very alien 
from his own views, namely by a switch, of approximately 1o billion dollars, 
from a budget surplus to a budget deficit. 
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Professor Suvla invited his colleagues to turn their attention from the 
problems of Western Europe to those of the Middle East, where, for instance 
in Turkey, unemployment had for a long time co-existed with large armament 
expenditure. This unemployment took the form of masked agricultural 
unemployment owing to under-development. Conditions there were 
altogether different from those in Western Europe, he said. There was no 
question of restoring equilibrium in external balances, since disequilibrium 
had been chronic for 50 years. The per capita national income was only 
a fraction of that in Western Europe, savings and investments totally 
inadequate, under-consumption the rule. Fifteen years of rearmament 
had only aggravated the situation. 

The only way both to eliminate large masked unemployment through 
industrialization and economic expansion, and to combine yet larger arma- 
ment expenditure with more or less acceptable levels of consumption, 
Professor Suvla said, was large investment of foreign capital. 

The role of large capital transfers, notably the Marshall Plan, as an 
instrument of correction against a collective fall in the levels of consumption 
of many countries was also referred to by Professor Leontief. As against 
that, he contended that the use of the non-discriminatory market mechanism 
tended to create low levels of consumption, internationally as well as 
internally. 

When it came to direct intervention through discriminatory practices, 
Professor Leontief raised the question whether it was the most profitable 
way for a deficit country to discriminate against the imports of a country 
from which it had received large capital transfers. He suggested that discrimi- 
nation against particular commodities rather than against particular 
countries might prove more profitable, especially in view of the varying 
degrees of elasticity of demand for different commodities in the same market. 

Professor Weiller advanced the argument that expansionist policies alone 
were not sufficient to correct a disequilibrium in external balances which 
had, with remarkable unanimity, been characterized as structural. Adjust- 
ments in American import elasticities were too slow a process, as were the 
effects of American investment in under-developed countries. Discrimination 
against American imports had its limits in cases of essential imports, and 
monetary adjustments were largely immobilized by the very existence of 
Marshall Aid which, by maintaining unbalanced structures, maintained 
disequilibrium itself, he said. In these conditions, the mechanism based 
on the difference between production and home consumption assumed 
renewed importance; but it was one which was today operative only in the 
United States as the sole major creditor country. 
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COMPARATIVE ADVANTAGES, 


| TARIEFS AND THE PROBLEMS OF BALANCE 


IN PROGRESSING ECONOMIES 


Session of Wednesday, 13 September 1950 
Chairman: Professor J. VAN SICKLE 
Debate introduced by Professor L. Dupriez 


INTRODUCTION TO THE DEBATE 


Professor Dupriez’s introductory remarks concerned, in his own words, 
“general problems arising out of long-term variations in comparative advan- 
tages, i.e., in the terms of trade in every aspect”. In concentrating on 
long-term problems he would, he indicated, deliberately drop the main 
subject of the previous discussions, balance of payments disequilibrium, 
which was essentially of a short-term nature. 

Professor Dupriez based his observations not only on the background 
papers prepared for the particular debate he was introducing, but also on 
Professor Robertson’s and Dr. Staehle’s papers on Terms of Trade. 


STATISTICAL TOOLS 


One of the main difficulties in assessing movements in the terms of trade, 
Professor Dupriez said, was the inadequacy of statistical tools. Measure- 
ment was very difficult because of the primary difficulty of getting the data 
in a suitable form, and also because it involved dealing with a ratio between 
two variables, both of which were subject to considerable margins of error. 
These difficulties were even greater when it came to measuring factor terms 
of trade, than they were for commodity terms of trade. 

Nonetheless, if it was difficult to assess exactly the movements in the 
terms of trade in statistical terms, it was at least possible to discover the 
direction in which they moved and also to discuss the theoretical implications 
of any movement. 

In some cases, Professor Dupriez observed, the very short-comings of the 
statistical tools gave better results from a long-term point of view. He 
explained that Mr. MacDougall’s paper, by having to use workers’ output 
rather than workers’ productivity, really produced a better picture of British 
and American efficiency as a whole, because the output figures were themselves 
influenced by the other factors of production. 


CONFLICT BETWEEN SHORT-RUN AND LONG-RUN POLICIES 


Professor Dupriez then raised the question: “In what light should we consider 
the mutual adaptations in the terms of trade and comparative advantages 
that are likely to happen in the long run?” Referring to Professor Haberler’s 
conclusion that, in the long run, liberal trade policies were the best approxi- 
mation to impossible ideal conditions, Professor Dupriez suggested that in 
the long run, considerations in favour of natural adaptations were much 
more important than in the short run, when intervention in relation to 
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short-term reactions may be necessary. Strains that last, said Professor Dupriez, 
finally become very strong, and if they are opposed for some time for short- 
run reasons, there may come a time when the very fact of their continued 
existence may become such a nuisance that their suppression becomes a 
matter of immediate policy. 


This meant, he argued, that there was reason to believe that in the long 


run liberal conclusions had to be obeyed, whereas there was no such necessity 
for the short run. He illustrated his point by a medical example: it was, 
in the long run, the best thing to be in good health, that is to have a body 
capable of getting along in natural conditions—but that did not mean that 
in the short run the doctor may not be needed very badly. 


SIGNIFICANCE OF COMMODITY TERMS OF TRADE AND FACTOR TERMS OF TRADE 


On the basis of Professor Robertson’s definitions, Professor Dupriez expressed 
the view that the commodity terms of trade were the most relevant to immedi- 
ate problems of equilibrium in international trade, whereas the factor 
terms of trade had a more profound significance for welfare economy generally 
and economic progress in particular. 

Commodity terms of trade, he said, did not on the whole vary to a very 
large degree and in any case there was no reason to suppose that it would be 
to the advantage of the world as a whole, and industrial and economic advance 
throughout the world, that they should do so. But the factor terms of trade 
had great implications on economic progress, real wages and incomes of any 
community, and thereby on national advantages and international trade 
generally. 

Factor terms of trade had a close connexion with internal policies, since 
they were related to the efficiency of individual factors of production as well 
as to their proper combination. Improvement in the factor terms of trade 
could naturally not be sought only in export industries, but in the general 
productivity of labour, capital and natural resources in all the nation’s 
industries and trades. 

A nation wishing to keep its competitive position in the world and at 
the same time to see to its industrial and economic development, needed a 
long-run policy which took advantage of all the possibilities of bringing 
influences to bear on the factor terms of trade. Since industrial development 
in the world had been and would continue to be highly competitive, nations 
should guard against letting policies designed for immediate needs, like full 
employment, social security, or balance of payments—however weighty the 
reasons there may appear to be in their favour—interfere with the needs of 
long-term development. 

In conclusion, Professor Dupriez pointed to the speed with which the 
factor terms of trade had moved in favour of the U.S.A. and suggested that 
if the kind of development which prevailed in the nineteenth century continued 
in the twentieth century, it was possible to foresee conditions in which the 
factor terms of trade may move in favour of countries which were not today 
at the head of economic progress. 


PROGRESSING ECONOMIES AND INTERNATIONAL EQUILIBRIUM 


Finally, Professor Dupriez briefly discussed proposals contained in Professor 
erman’s paper, by which variations in the factor terms of trade in 
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different countries might be made compatible with international balance 

through a combination of stable nominal wages and tariff adjustments. 

He expressed his doubts as to the existence of general conditions in which 
international agreement on a policy of stabilizing wages could be obtained, 
in view of the implications of such measures on full employment policies 
which tended to raise price levels. 

As for international adjustments, at stable nominal wages, Pro- 
fessor Dupriez considered that, in so far as they applied to more or less general 
discrepancies between nations, they could more properly be solved through 
exchange rates rather than through tariffs. He mentioned two objections 
against the latter policy: 

(1) An indefinite increase or decrease in specific tariffs, which might become 
necessary, may bring about structural developments which may, in the 
long run, be detrimental; 

(2) Tariff changes may fail as a long-run policy because of the very uni- 
versality of factor efficiency, which affected the whole community and all 
of its activities. 


DEBATE 


Contrary to the two previous debates, the third and last debate was concerned 
largely with technical issues. However, even when they were most technical, 
the discussions were patently dominated by political assumptions which 
seemed to be no less powerful for being, on the whole, implicit only. 

Professor Robertson brought to light the influence of political thought 
on economic discussion when he pointed out that many differences arose 
“because the adherents of various schools of thought find it convenient to 
label this or that action politically impossible or politically possible, according 
to whether it fits in with what they would like to see done”. 

As an example, he suggested that certain sections of American opinion, 
centred mainly in ECA circles, were taking a “hopelessly optimistic” 
view of the possibilities of European integration, whereas others, centred 
in the State Department, were equally over-optimistic with regard to the 
political possibilities of the European countries refraining from discrimination. 
Equally, he said, the “Kaldorian” school took an unduly pessimistic view of 
changes in American opinion leading to tariff reductions, but an altogether 
too optimistic one about the possibilities of the American public continuing to 
make large contributions to Europe, through their budgetary system, without 
exercising control over the ways in which the recipients spent the money. 

On the other hand, a certain lack of political realism was criticized by 
Professors Mossé and Akerman, when they suggested that discussions of 
economic theory in terms of competitive, private enterprise systems might 
profitably be complemented or replaced by a structure of economic theory 
in terms of planned economy. 

The debate will be summarized under the following headings: Terms of 
trade and economic policy [Optimum results of discrimination; means of restoring 
balance between trading partners; relation between terms of trade and certain 
policies, viz.: (a) depreciation of currency; (b) import restrictions; (c) full 
employment policies]; short-term adjustments to long-term trends. 








TERMS OF TRADE AND;{ECONOMIC POLICY 


Optimum Results of Discrimination 


At the very beginning of the debate, Professor Robbins invited comment 

on the purely economic effects of discrimination. He put forward a question: 

If complete abstraction is made from any political and retaliatory repercus- 

sions, what are the optimal statistical conditions of discrimination? In what 

way and up to what point can discrimination affect the terms of trade 
favourably, and at what point do adverse repercussions set in? 

Professor Robbins’ question was probably responsible for the general 
direction in which more than half the entire debate moved; it also elicited 
an immediate reply by Professor Lerner, in these terms: The optimum 
benefit, from the point of view of improving the terms of trade by restrictions 
on trade, can be derived from measures corresponding to a tariff on each 
import and a subsidy for each export which is proportional to the inverse of 

_ the elasticity of demand. 

Professor Leoatief made three observations on the profitability of dis- 
crimination: 

(1) Formation of groupings was an essential feature of profitable discri- 
mination; monetary groupings were often administratively convenient, 
but any grouping for purposes of discrimination (blue-eyed people vs. 
eyes of all other colours) could yield certain advantages unobtainable 
in the absence of discrimination. 

(2) The most powerful forms of discrimination were those which involved 
not prices, but the total amounts sold and purchased, such as bilateral 
agreements under which one country exercised pressure on another by a 
process equivalent to compulsory barter. 

(3) While the different elasticities of demand for various commodities might 
provide the correct theoretical criteria for profitable discrimination, the 
interconnexion of markets must also be taken into account, because 
discrimination in one market could alter the relevant elasticities in others. 


Means of Restoring Balance between Trading Partners 


Mr. Kaldor developed, at some length, the argument that re-establishment 
of equilibrium at given levels of employment necessarily involved measures 
which were discriminatory in effect, even though they were not commonly 
so described. 

He said there were three possibilities of re-establishing balance between 
trading partners: 

(1) The “Free Trade Solution” of letting exchanges find the equilibrium 
rate, without trade restrictions. 

This maximized the gains from trade for all countries and had a consi- 
derable effect on income distribution. 

(2) The “Protective Solution”—imposition of a general ad valorem tariff, either 
with a correspondingly smaller devaluation or without any, and either 
with or without export subsidies, in any possible combination. 

This maximized the volume of trade, in conditions of equilibrium, 
at the point where export subsidies just balanced import duties; and, at 
certain tariff levels, could increase the absolute welfare of one country 
and decrease that of another beyond the levels resulting from free trade. 

(3) The “Monopolistic Solution”—imposition of specific duties in an attempt 
to exploit individual elasticities on the side of both exports and imports. 

This might yield special advantages for the discriminating country. 
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Mr. Kaldor argued that where more than two trading partners were concerned, 
the re-establishment of equilibrium necessarily involved discrimination, 
whether the deficit countries chose the free trade, the protective, or the 
monopolistic solution. This was so, he said, because the effect of joint deva- 
luation on the terms of trade was, by analysis, equivalent to the effect of import 
duties and/or export subsidies, operative between each of the deficit countries 
and the surplus country, but not between the deficit countries. 

He illustrated his point about the discriminatory effect of collective devalua- 
tion by this example: “U.S.A. is a surplus country; England and France 
are deficit countries; if England and France devalue their currency in terms 
of dollars, it is exactly the same as if the United Kingdom put import duties 
on U.S. goods and not on French ones, and export subsidies only on goods 
going to America, not to France”. 

In more general terms, Professor T. C. Koopmans observed that the 
key to the problem of adjusting unbalance was reciprocal collective demand. 
This in turn was governed by incomes, prices, and the possibilities of interfer- 
ing with people’s freedom to act in accordance with their propensity to 
import. 

There were, then, Professor Koopmans said, only three types of solution: 
(1) Reduction of incomes in the deficit countries; 

(2) Action on the terms of trade through internal money prices and/or rates 
of duties; 

(3) Interference with the propensity to import through measures which 

necessarily discriminated against the surplus country. 


Relation between terms of trade and certain policies 


(a) Depreciation of currency. Professor Lerner stated that it was misleading 
to say that depreciation of currencies involved a deterioration in the terms of 
trade; its effect on the terms of trade was exactly the same as that of establishing 
equilibrium through domestic price deflation. 

It would be more correct to say that exchange depreciation was a neutral 
adjustment with no effect on the terms of trade, and that a favourable turn in 
the terms of trade could be achieved by tariffs and trade restrictions. 

Professor Leontief added that the above argument was right only if there 
were no rationing of the amount of foreign exchange made available at any 
given exchange rate. 


(b) Import restrictions. Professor Lerner also stated that the effect of import 
restrictions on the terms of trade was closely connected with their effect 
on the volume of trade. 

In this connection he took issue with an argument in Mr. Kaldor’s back- 
ground paper, viz., that import restrictions imposed for the purpose of achiev- 
ing a higher level of employment at a given import level did not reduce the 
volume of world trade; this argument, Professor Lerner said, did not hold 
in conditions where full employment was maintained in any case, as a matter 
of policy or by the requirements of rearmament. In such cases import 
restrictions served the purpose of improving the terms of trade through 
restricting the actual amount of trade. 


(c) Full employment policies. With great emphasis, Professor Robertson 
made the point that adjustment to a change in external circumstances, to an 
adverse movement in the terms of trade, could be made by methods compatible 
with full employment policies only at the cost of a possible reduction in the 
standard of living. Maintenance of full employment meant, in essence, 
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that the burden of adjusting to changed circumstances was distributed equit- 
ably amongst the entire population. If, therefore, deflationary methods 
were abandoned in favour of exchange methods, people must be made to 
realize that this was merely a way of registering an adverse turn in the terms 
of trade, and did not make it possible to evade its effects. 

Professor Robertson insisted that a population that had made up its 
mind not to suffer unemployment must not, at the same time, go on to say 
that it was determined not to stand any reduction in its standard of life; 
it may have to suffer a reduction in its standard of life. Instead of coping 
with unemployment, people must then expect to have to cope with a lower 
living standard. 


SHORT-TERM ADJUSTMENTS TO LONG-TERM TRENDS 


The difficulties of co-ordinating short-term policies with long-term trends 
were discussed by Professor Akerman, in the light of the continuous change 
in economic structure which made the effects of any policy hard to assess. 
He pointed out that the dominating factor governing international balance 
in the long run was the rate of technical advance, which tended to increase. 
In the one industrial period of international harmony, the last quarter of the 
nineteenth century, the results of technical advance had been realized through 
an increase in real wages and incomes. It seemed therefore that the greatest 
danger to real international balance was the theory of planned inflation 
with its various devices of adjusting balances. 

Real international balance in a world in which technical advance produced 
an ever-changing pattern of economic structure, required a continuous 
series of structural changes. The expedients by which formal balance was 
often achieved only postponed the realization of real balance. 

On similar lines, Professor Weiller spoke of the need for policies to meet 
structural changes which became effective only in the long run. It was 
clearly impossible to effect adaptations by moving from one static position 
to another at intervals of several decades; the problem was rather to make 
constant adjustments within certain limits, determined by the rate of growth 
of a country. 

Professor T. C. Koopmans suggested that the way to avoid adaptation by big 
jumps might be to devise gradual methods, such as self-amortizing tariffs. 

The view that, in the long run, technical progress worked uniformly 
towards improving a country’s competitive position, was challenged by 
Professor Fowke. Technological advance could, in fact, destroy or reduce 
the importance of natural resources; for instance, British discoveries in steel 
production processes had eventually reduced the advantage of British ores, and 
the development of the internal combustion engine in Europe had reduced the 
importance of European resources of coal as against petroleum. Professor 
Fowke added a warning against taking too short-term a view of the effects 
of technological advance. 

A related problem was raised by Professor Elliott: At what speed should a 
country attempt to adjust itself to the technical advances of its trading 
partners? Was it, in the face of changing world conditions, desirable to 
take action to lessen the costs of transfer of resources from one use to another 
or, in the expectation of fluctuations, to attempt to diminish the forces making 
for a speedy transfer? Professor Elliott suggested that the answer to this 
problem might lie in the intermediate field between the centuries and the 
decades which formed the pattern of long-term trends and the week-to- 
week problems affecting many other economic policies. 
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INTRODUCTION 





The purposes of the International Economic Association are purely scientific. 





nds Nevertheless it has chosen for its first round table discussion a subject which 
nge | is not only highly practical but also highly controversial and charged with 
ess, political emotions. This fact calls for a few words of comment. 
nce ff There is, in reality, no contradiction or incongruence. What is scientific 
se. | _—_— js the unemotional, objective and systematic method of dealing with a subject. 
the | It does not follow that the scientist must dwell in an ivory tower, that he 
gh | must be concerned exclusively with academic subjects, although he may 
est choose (and should be granted the right by society) to busy himself with 
on highly abstract matters which seem to have no relation whatever with the 
practical problems of the day. (Let us not forget that it is very difficult, 
ed if not impossible, to be sure that a highly abstract theory may not acquire 
us great practical importance in the future. Examples would not be hard to 
as find.) 

It is, however, a fact that the social sciences and economics in particular 
et | have often been stimulated to activity and discoveries by confrontation with 
as [| pressing practical problems. The theory of international trade offers many 
nm |  illustrations—witness the extensive discussions caused by the monetary dis- 
ce t orders during and after the Napoleonic wars or 100 years later by similar 
h | disorders after World War I and by the German reparations problem—dis- 

_ cussions which, although they were not on a uniformly high scientific level, 
g fF undoubtedly led to a permanent enrichment of economic science. I believe 
there can be no doubt that the same will be true of the discussions engendered 
y by the events after World War II, although it will take time and much 


y patient work to separate the chaff from the wheat and to assimilate and 
consolidate the new accretions to the stock of scientific knowledge. 

I think it fair to say that the discussions which are summarized in the 
preceding pages were conducted in a scientific spirit and contributed to such a 
consolidation and assimilation. 

In the following paragraphs I select what seem to me the most important 
problems that were raised and comment on them in the light of the discussion.? 
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SHORT RUN AND LONG RUN DISEQUILIBRIA IN THE BALANCE OF PAYMENTS 


The overriding problem of the discussion was the nature and explanation 
of and possible cures for the long lasting lack of balance in the international 
accounts of many countries—a condition that is popularly known as the 
dollar shortage. I believe that there was general agreement about the 






? Written a by Professor Haberler. ’ els : ; 
2 Since the above summary is not a verbatim record, I refrain from attributing views which 


I criticize or adopt to any particular speaker. 
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meaning of that by no means unambiguous term. By “dollar shortage” 
is meant a lack of balance which may manifest itself in three ways; (a) as an 
actual loss of gold or dollar reserves; (b) as a potential loss which does not 
materialize because a country receives American aid in some form (e.g, 
ERP); or (c) one which does not materialize because the country employs 
more or less drastic measures of control (quotas, exchange restrictions, etc.) 
to hold down imports and to stimulate and direct exports. 

There was, naturally, open or implied disagreement about the causes of 
those conditions and about suitable or desirable remedies. 

As to the causes, there are broadly speaking two schools of thought. Let 
me call the two groups “optimists” and “pessimists”, respectively. The 
pessimist speaks of a chronic dollar shortage which he attributes to far-reach- 
ing, long-run structural changes. This reasoning is usually applied to 
Western European (ERP) countries, although there is an “overseas variety” 
which is popular in underdeveloped countries. The European pessimists 
(and their many American supporters) point to the undeniable fact that 
Europe suffered grievously during the war; that she lost her export markets 
in many parts of the world, that investment income from abroad is per- 
manently down by about one billion dollars a year, etc. But they also 
insist that these difficulties, although they have been enormously aggravated 
by the war, really started to make themselves felt long before: Europe and the 
United Kingdom in particular had started to lose ground even before the first 
war. The industrialization of backward countries has reduced international 
demand for industrial products and the competition by U.S. industry has 
increased all the time and became overpowering during the second world 
war. 

The optimistic school, to which the present writer belongs, offers a more 
cheerful interpretation. The optimist does not, of course, deny that the 
countries of Western Europe have been specially hard hit by a series of cala- 
mities: The first world war, the great depression, the second world war. 
But he emphatically denies that a victim of a series of accidents is for that 
reason a chronic invalid.t| He will point to the fact that after the first as 
well as after the second world war there was a rapid improvement, and he 
sees no reason why this improvement should not lead to complete recovery 
provided proper policies are pursued and the recovery is not interrupted by 
a new disaster. 

Optimists and pessimists agree on one thing: A deficit in the balance 
of payments can be eliminated only by an increase in exports of goods and 
services and/or a decrease in imports. This implies that the removal of a 
deficit necessitates a corresponding reduction of domestic consumption and 
investment. Such a reduction may be economically difficult or socially 
and politically intolerable. Opinions can legitimately differ on what 
should in a concrete case be regarded as economically, socially or politically 
tolerable. 

The optimist will compare the magnitude of the deficit with the national 
income of the country concerned. At the present time he will find that 
for most ERP countries American aid is hardly more than, say, two per cent 
of their national income and he will conclude that a reduction of consumption 
and investment in that order of magnitude cannot be regarded as intolerable. 
He will also be optimistic as regards the possibility of bringing about a balance- 
of-payments adjustment of that order of magnitude by liberal policies. He 


1 This is the striking formulation of Professor H. S. Ellis, “The Dollar Shortage in Theory 
and Fact”, Canadian Journal of Economics and Political Science, August 1948. 
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is confident that if four conditions are fulfilled the balance of payments will 
equilibrate itself: (a) inflation, open or suppressed, has to be discontinued; 
(b) realistic exchange rates have to be set; (c) surplus countries (primarily 
the U.S.) must avoid severe depression; and (d) these same countries must 
not hamper adjustment by tightening restrictions on imports. 






















































e.g, 

“te The pessimist will, first, question the usefulness of comparing such overall 
tc.) magnitudes as national income and size of deficit. He will insist that a 
reduction of the national income by a few per cent may well be intolerable 
s of if the decrease is very unequally distributed. (The optimist may well accept 
| this proposition, but will point out that it is a matter of domestic policies of the 
Let | deficit countries to make sure that the reduction is equitably distributed.) 
[he | Amore important source of disagreement is that the pessimist will, secondly, 
ch. | assert that trade flows do not easily adjust themselves. During the discus- 
to | sions about the German reparations problem in the 1920’s, Keynes com- 
ty” | pared trade with a sticky mass and said it was a mistake if classical and 
ists neo-classical economists (who in general take the optimistic view with respect 
hat to the problem here under discussion) applied a theory of “liquids” to inter- 
ets national trade, because trade was not a fluid but, if not rigid, at least a very 
er- sticky mass. He was the first to question the optimistic assumption of highly 
Iso elastic international demand. On several other occasions, however, he was 
ted optimistic in these matters, e.g., when he recommended currency depreciation 
the in 1930 and especially in his famous posthumous article on the prospects of 
rst the American balance of payments (Economic Journal, June 1946). In this 
ral latter case he expressed confidence that “the classical medicine” would work, 
tag | ifgivenachance. By “classical medicine” he meant something like the four 

Id conditions enumerated above. 

It will be remembered that Keynes wrote that article in defence of the 
re provisions of the British-American Loan Agreement, which stipulated imme- 
he diate convertibility of sterling. Superficially, it would seem that subsequent 
a- | events have proved that Keynes’ optimism was entirely unfounded. 
ir - It is true that Keynes’ forecast, implied in the loan agreement which 

he had negotiated, that the loan would be sufficient to enable Great Britain 





to make sterling immediately convertible, turned out to be entirely wrong. 
But I submit that what was wrong was not Keynes’ theory, i.e., the propo- 
ry sition that “the classical medicine would work”, but his judgment that the 
ry necessary conditions for the efficacy of the classical medicine were already 
fulfilled: inflationary pressure continued unabated (Britain was still living 
e in the Daltonian era) and sterling was grossly overvalued. Later events, 
d the effects of Sir Stafford Cripps’ policy of disinflation, and especially develop- 
a ments since devaluation of sterling in September 1949, have, it seems to me, 
d clearly demonstrated that Keynes’ optimism with respect to the efficacy of 
y 
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classical policies was not entirely unjustified. There can be no doubt that the 
great improvement in the balance of payments of the sterling area and other 
soft currency countries between the autumn of 1949 and the outbreak of 
the war in Korea is largely due to the re-alignment of currencies which was 
l initiated by the devaluation of sterling. The recovery of the American 
t economy from the slight recession (which had lasted about a year, from the 
t summer of 1948 to the summer of 1949) has, of course, also contributed to 
the passing of the dollar shortage. The major credit must, however, be 
given to devaluation and disinflation. 

The boom which was started by the outbreak of the Korean war has 
led to a further alleviation of the dollar crisis. In fact, nobody can now 
seriously maintain that there is a dollar shortage, in the sense that there are 
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be able to agree on that. But they will also agree that in another sense the 
dollar shortage will probably soon become more serious: many countries 
will find that they have fewer dollars than they require to maintain the standard 
of living to which they are accustomed and which they need to maintain 
social order and political stability. In other words, they will find it difficult 
to make both ends meet when defence expenditures rise sharply. The 
difficulty will be aggravated by the deterioration of the terms of trade, which 
has already taken place and is due partly to the depreciation and even more 
so to the war boom. 

In this sense, and only in this sense, the optimist admits the possibility 
of a dollar shortage. The optimist should, however, make one point quite 
clear (in fact this may be regarded as a qualification of his position, which 
would reduce the area of disagreement with the pessimist and restrict the 
disagreement between the two schools to a question of fact and judgment 
about fact): When comparing the size of the deficit in the balance of pay- 
ments with the national income in order to judge whether the reduction in 
national expenditure can be regarded as tolerable, allowance should be made 
for the possibility that the elimination of the deficit may deteriorate the terms 
of trade.1' In the judgment of the optimist, however, this secondary burden 
will rarely amount to very much? and for that reason he is apt to play it down. 
This may be justified but the secondary burden should not be entirely ignored.’ 


THE PROBLEM OF DISCRIMINATION IN INTERNATIONAL TRADE 


Optimists and pessimists are likely to disagree about the much debated problem 
of discrimination. The pessimist takes a “dim” view of the efficacy of 
orthodox methods—Lord Keynes’ “classical medicine”—of correcting 
a deficit. He cannot very well deny that some sort of a stable equilibrium 
would emerge, if the deficit countries run out of gold and dollar reserves 
(including ERP funds, IMF drawing rights, etc.) provided they stop inflation 
and let their currencies depreciate to the equilibrium level. But he will 
insist that such a policy will be accompanied by a severe deterioration of 
the terms of trade, which the deficit countries can ill afford. He therefore 
insists that if the gap in the balance of payments is to be closed, the deficit 
countries should be allowed to do it by discriminatory methods, i.e., by 
collectively imposing import restrictions on dollar goods from which imports 
from other deficit countries would be exempted. 

The optimist on the other hand, as was pointed out above, is inclined 
to minimize the quantitative importance of changes in the terms of trade 


1 That deterioration has been called the secondary or transfer burden in the case of reparations. 
In the case of ERP it may be termed the secondary burden of getting along without U.S. aid. 
2 Moreover it is very easy to exaggerate the importance of a given deterioration in the terms 
of trade. Even for a country like Great Britain the volume of trade is a small fraction of 
its national income. Many of the so-called underdeveloped countries on the other hand 
8s a much more on international trade for their economic welfare than the highly 
industrialized countries. 
It should be noted that what matters is “factoral” not ‘“‘ccommodity”’ terms of trade, although 
for most short-term purposes the latter can probably be taken as reflecting also the former. 
However, the following situation is conceivable: Suppose a deficit country is confronted 
with a large world market for its principal exports and imports; in other words, the commo- 
dity terms of trade are fixed. But suppose the country can produce additional export 
goods or import goodsonly at sharply rising cost (in terms of domestic goods and “effort”). 
Then although its commodity terms of trade remain constant ‘the terms of trade in terms 
of factors of production” would sharply deteriorate. But that is probably only a theoretical 
case. 
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hould ' which are at all likely to be induced by the transfer mechanism. (That does 

se not imply a neglect or underestimate of changes in the terms of trade produced 

. te by other factors, e.g., severe depressions or war booms.) 

tis | The problem of discrimination is very complex and has many different 

ficult angles. It can be discussed from the point of view of economic theory, 

Th but political and psychological reactions to, as well as severe administrative 
© | difficulties and limitations of, a policy of discrimination are of first importance 


rhich and must not be overlooked. 
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re No more can be done in so short a space than give a brief outline of the 
vilit most important aspects of the problem. 
fed From the purely economic point of view it has been generally recognized 


- by classical and neo-classical writers (most of whom belonged to the school 
| h | of optimists in our sense) at least since J. S. Mill that, by skilful discrimination, 
or any country or group of countries can turn the terms of trade in its favour and 


a derive some benefit, especially when foreign demand is perfectly elastic, and pro- 
. g vided there is no retaliation inkind. The terms-of-trade argument for protective 
aes tariffs (and any kind of protection implies discrimination between foreign and 
oo domestic producers) has always been a “theoretically respectable” argument. 


A rational application of this principle is, however, subject to such severe 





si limitations and difficulties that it must be doubted whether it has ever 
ed3 applied on a large scale. : : 

; First, retaliation must not be excluded. Secondly, even if there is no danger 

of retaliation, protection must not be overdone. Advocates of a policy of 

discrimination frequently argue as though any improvement in the terms of 

trade were desirable, irrespective of the contraction in the volume of trade 

oe which it implies. That this is not so follows from the fact that, if it were 

a true, the consequence would be that trade should be restricted to an infinit- 


a esimal amount. (The other extreme argument also encountered, namely, 
4 that the volume of trade should be maintained, is of course equally erroneous.) 


um ‘ Rear omni ; 
tt The “optimum degree” of discrimination and optimum term of trade 
a depend on the elasticities of international demand and supply. Hence 
vill those who are in charge of policy must know what they are doing and 
of must be reasonably well informed about the relevant elasticities. This 
a implies that they must not be unduly influenced by those whose particular 
cit interests are at stake; the interests of the protected industries and of the 
‘< community go parallel only a part of the way (how far, depends on the 
a relevant elasticities), and there can be no doubt that in actual practice pro- 
tection has in most cases gone far beyond what can be justified by the theory 
oa here under consideration. 
rr Thirdly, it should not be forgotten that even if protection and discrimina- 
tion benefit those who practice it (if it is not overdone), it does so at the 
expense of the rest of the world and it can be shown that for the world as a 
ms, . 
id. whole the losses are greater than the gains. The more careful advocates of 
a discrimination recognize that, but they justify their policy on the ground that 
nd 
iy 1F, Y. Edgeworth in a famous passage has well expressed the view which our “optimistic” 
gh economists are likely to take: “Thus the direct use of the theory is likely to be small. But 
“ it is to be feared that its abuse will be considerable. It affords to unscrupulous advocates 
od of vulgar Protection a peculiarly specious pretext for introducing the thin edge of the fiscal 
ie wedge. Mr. Bickerdike may be compared to a scientist who, by a new analysis, has discovered 
ue that strychnine may be administered in small doses with prospect of advantage in one or 
), two more cases than was previously known; the result of this discovery may be to render 
a the drug more easily procurable by those whose intention or at least whose practice is not 


medicinal. . .. Let us admire the skill of the analyst, but label the subject of his investigation 
POISON”; ‘Mr. Bickerdike’s Theory of Incipient Taxes and Customs Duties”; Economic 
Journal, 1908. Reprinted in Papers Relating to Political Economy, Vol. II, pp. 365-66. 
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they recommend discrimination for the relatively poor non-dollar world 
against the relatively rich dollar countries. This argument is, however, 


very weak when applied to the ERP countries; because there are obviously 3 


much poorer countries in the world, some of them even in the dollar area 
(e.g., certain Latin American countries). 

Fourthly, a single country, even one of the economic weight of Great 
Britain, cannot, when acting in isolation, have much influence on its terms 
of trade unless it is able to drive hard bargains with individual countries, 
e.g., by means of a policy of bulk purchases, that is by applying what has 
been called “discrimination to the second or third degree”. Such a policy is, 
however, highly objectionable and can hardly be applied without evoking 
retaliation except from weak and defenceless countries. 

The only alternative would be the banding together of a number of 
countries for a common policy. But in view of the inherent economic and 
administrative difficulties of a rational policy of discrimination and the 
almost insuperable complexities of international cooperation (which rise 
with the square or cube of the number of countries involved) a rational 
policy of this kind on an international basis must be ruled out as Utopian. 

One of the difficulties about discrimination which has given rise to much 
confusion is that its precise meaning is not always clear. It has been argued 
that if more than two countries are involved the elimination of a disequilibrium 
in the balance of payments will always involve discrimination. Suppose 
we have three countries, A,B,C. Country A has a surplus, countries B and C 
a deficit. Take the most straightforward case that equilibrium is restored by 
joint depreciation of the B and C currencies against the Acurrency.1. Nowa 
currency depreciation of, say, 10 per cent is analytically equivalent to a comb- 
ination of a uniform ad valorem import duty of 10 per cent and a uniform 
export subsidy of 10 per cent.2 Hence joint depreciation by B and C is 
equivalent to B and C levying a duty of 10 per cent on imports from A but 
not on imports from one another, and granting a subsidy of 10 per cent on 
exports to A but not on exports to one another. 

Therefore, so the argument goes, even the orthodox method of currency 
depreciation involves discrimination and there is no point in objecting to 
discriminatory methods. 

This reasoning is, however, entirely fallacious. It obliterates the distinc- 
tion between discrimination and non-discrimination altogether. If this 
argument were valid a perfectly free trade equilibrium would be discrimi- 
natory, because any equilibrium can be conceived as having arisen from a pre- 
existing disequilibrium by joint depreciation of the deficit countries. The 
argument overlooks the economic rationale of using non-discriminatory 
methods (e.g., devaluation or, for that matter, the equivalent tariff-cum- 
subsidy scheme) in preference to discriminatory methods (e.g., tariffs without 
subsidies or quotas), which is that the non-discriminatory policies “ensure 
that the equality of relative prices of international goods is maintained as 
between different countries.”* This equality is a condition for maximizing 

world income. 

While thus, the above argument against the postulate of non-discrimination 
can be categorically dismissed as fallacious, it cannot be denied that the very 
meaning of discrimination, and hence the meaning and rationale of the 


1 Precisely the same a ent would hold in case of internal deflation in B and C compared 
with A (gold standard technique). 

* The equivalence holds only under ideal conditions. But that need not disturb us here. 

* In the formulation of Professor A. Henderson in his excellent article, “The Restriction of 
Trade” (The Manchester School, January 1949, p. 191). 
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postulate that discriminatory policies should be avoided, becomes blurred in 
' the case of quotas and exchange control. 


pa _ Historically the case against discrimination has been developed in respect 
” of tariff protection, where its meaning and rationale is fairly well and un- 
Yreat [i ambiguously established. It is identical with the case for the unconditional 
erms most-favoured-nation clause.’ recur * 
Asien How to apply the principle of non-discrimination to the administration 
ia of quotas and exchange control is an almost insoluble problem. The formula 


xy is which is usually applied stipulates that quotas on imports should be distributed 
{.;.’ — among various importing countries in proportion to the imports from those 


kin ‘hes : ; es - 
5 | countries in a given base period which is regarded as normal. For obvious 
ar of | reasons this is a very unsatisfactory solution which becomes inapplicable if 
nal the year of application is separated from the base year (the “normal” year) 
the by a period of economic upheaval. A simple ‘example will show that the 
lee distribution of quotas and exchange licences according to that formula cannot 
be regarded as a non-discriminatory policy. Suppose again we have three 

Onal 4 

ie countries, the U.S., France and Great Britain. Now suppose the two latter 


‘ develop a deficit (either because they underwent an inflation or because 





a the U.S. suffered from deflation or because of a shift of international demand). 
lose It has been pointed out by many writers that if the deficit countries use quotas 
Dose to redress their balance and apply them according to the usual formula, 
dC they will have to reduce the total volume of trade much more than if they 
i by fe were allowed to apply the quotas only to the surplus countries. This is per- 
wa Pp fctly true. But it is not an argument against the principle of non-discrimina- 
wey tion, because the so-called “non-discriminatory” quota method is not in the 
site spirit of the most-favoured-nation, i.e., the non-discrimination principle. 


x | This can easily be seen if we compare the operation of that formula with 
the operation of a truly non-discriminatory policy, as for example deprecia- 


| pei tion. If France and Britain jointly depreciate their currency as against the 
dollar,2 trade between them will not suffer as much as in the case of the 
i pseudo non-discriminatory quota restriction.* What constitutes a non-discrimi- 
X natory administration of quota and exchange control is almost impossible to say.* 
This is in keeping with the fact that one of the reasons for the increased use 
nc- 1 Even in this area there are difficulties and apparent inconsistencies. For example, the exemp- 
his [— _ tion of customs unions, i.e., of 100 per cent preferential regimes from the most-favoured-nation 
ni- clause is hard to reconcile with the objections raised on the basis of most-favoured-nation 
, ' pledges against, say, the British Imperial preferences which amount to about 30 per cent. 
re- This apparent inconsistency has been vividly illuminated by contrasting the position of 
he a and Puerto Rico. The latter grants 100 pe cent preference to American imports 
' because it has a customs union with the U.S. which according to the official American 
ory theory is unobjectionable. The former grants a preference of something like 30 per cent 
m= to Empire goods which is held to be in contradiction with the most-favoured-nation principle. 
Evidently the discriminatory treatment of different degrees of discrimination requires a good 
put deal of explanation and justification. I think a fairly good case can be made for it. But this 
ire is not the place to attempt it. 

as ? Unless the deficit countries could maintain convertibility between themselves before their 
_ joint depreciation, it is unlikely that equal devaluation against the dollar will restore equi- 
ng ff librium. Even if they had maintained convertibility it is possible that they may be affected 
differently by the introduction of dollar convertibility and, hence, should depreciate in differ- 

ent degrees. But all that does not change our argument. 
on * To this reasoning it could be objected that it compares the pseudo non-discriminatory quota 
ry case with a case which is not only non-discriminatory but also non-protectionist, and that a 
he a Sag age although non-discriminatory method (e.g., application by France and Great 
ritain in our example of general, i.e, non-discriminatory tariffs) would also result in a 


greater loss of trade than a discriminatory tariff on U.S. imports only. This is quite true. 

ed — But the moral is that for the sole purpose of eliminating a balance of payments 

deficit, the protectionist method should not be used. The non-protectionist (and non-discri- 
minatory) method of devaluation will reduce trade less than a discriminatory tariff. 

‘The auction system under which import licences for individual commodities or payment 

licences are auctioned to the highest bidder without regard to the origin of the import might 

be regarded as a non-discriminatory system. 
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of quantitative trade restrictions (quotas and exchange control) is precisely 
the fact that it enables the country which applies them to evade most-favoured- 
nation promises. 

The upshot of this whole discussion is that the case for and against discri- 
mination raises very complex problems and deserves careful study. I believe 
that on the whole a very good case can be made for the classical principle of 
equal treatment, non-discrimination and the most-favoured-nation rule 
which has been one of the pillars of American foreign economic policy for 
a long time. But it must not be taken as a self-evident dogma. 

If the optimistic view with respect to the efficacy of the traditional methods 
of securing international equilibrium, i.e., of Lord Keynes’ “classical medi- 
cine”, is approximately correct, it is not hard to prove that discriminatory 
policies in the long run do not pay. They can do, and in many cases actually 
have done, a great deal of harm and, unless Utopian assumptions with respect 
to administrative efficiency, effective international co-operation and absence 
of retaliation are made, an aggressive policy of discrimination cannot possibly 
do much good. 

Non-discrimination like honesty still remains the best policy. 


STABLE VERSUS FLUCTUATING EXCHANGES 


Another problem on which optimists and pessimists are apt to disagree is 
that of exchange flexibility. The pessimistic economist who thinks of trade 
as a sticky mass, and believes that elasticity of international demand is low, 
has no use for freely fluctuating exchanges, the more so because this type of 
pessimism usually is associated (it is often difficult to say whether as cause or 
effect) with a predilection for conscious control and planning as against 
reliance on the price mechanism. 

In the problem of exchange stability, the line-up is, however, somewhat 
different than on discrimination, because in his opposition to free exchanges 
our pessimist is joined by some conservative optimists who are convinced 
that stable exchanges of the gold standard type are necessary (a) as a disci- 
plinary brake on reckless government finance and inflationary credit policies 
and (b) because exchange fluctuations give rise to disturbing, speculative 
capital movements. These two functions of exchange stability are entirely 
independent of the elasticity argument and their importance should not be 
underestimated. Incalculable harm has been done in many countries by 
frequent and prolonged government and credit inflation. The formation 
of capital through saving and the importation of foreign capital, both essential 
conditions for the development of undeveloped countries, has been seriously 
impeded by reckless financial and monetary policies, and thus the develop- 
ment of many countries has been retarded. 

It must not be overlooked, however, that the development of modern 
methods of exchange control which has taken place during the last 20 years 
—there was very little of it before 1914 and even in the nineteen twenties, 
control measures were mild, amateurish and inefficient—is as much a threat 
to progress as unstable exchanges and, what is more important in the present 
connexion, has driven exchange fluctuations underground and _ robbed 
them of some of their inflation-preventing function. Instability of exchanges 
is probably the lesser of the two evils under present-day conditions and our 
conservative optimists would do well to reconsider their uncompromising 
opposition to a system of freely fluctuating exchanges. Recent history 
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‘offers several examples where freely fluctuating exchanges constitute a great 


improvement over the pre-existing situation. One is Mexico where dollar 
shortage and strangulation of trade vanished over-night when the exchange 
was set free. Another case is offered by the recent action of Canada setting 
the Canadian dollar free to find its natural level. 

The last word has not been said in either « ne of these two cases, but they 
should be watched and studied. The unfavourable view with respect to 


| free exchanges which to-day dominates the scene (and which is in glaring 


contrast to the situation 20 years ago) needs some modification. The idea 


| repeatedly voiced by J. H. Williams that the exchange rates of the key countries 


in the world economy ought to be kept as stable as possible, while allowing 


| others to adjust themselves more freely to the anchor provided by the key 


exchanges, deserves more sympathetic hearing than it has so far received. 
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ORGANIZATION 
IN THE SOCIAL SCIENCES 


THE PRESENT POSITION OF SOCIAL SCIENCES 
IN GERMANY’ 





Since the end of the second world war, Germany has been displaying increasing interest 
in the social sciences—a natural development, considering the circumstances. No* 
' only is the country confronted with the general problems of tensions and adjustment 
» typical of any society in the process of evolution, but it also experienced the drastic 
_ upheaval resulting from the collapse of a regime which set out to achieve not only 

material, but also intellectual and moral autarchy and ended in isolating Germany from 
| the rest of the world. After 12 years of isolation, the effect of this profound crisis has 
' been to enable contacts to be re-established between scientists and research workers in 
' Germany and those in other countries and to arouse the former’s interest in work 
' carried out abroads, especially in the United States of America, and in methods that 
| have been tried out over the past 20 years. The unsettled state of the society to which 
' they belong offers a broad and varied field of study; apt diagnosis of the ills and the 
_ application of adequate social remedies may well have salutary consequences. 

Social scientists in Germany today appear to have the task of reviving the scientific 
traditions of the past, when their country’s reputation stood unquestioned and, in the 
planning of studies and the training of specialists, of bringing about the reforms neces- 
sary to meet present conditions. 
This trend is brought out very clearly in the “Memorandum on University Reform” :? 

“A sufficient number of Chairs of Social Science should be established in all universities 

or equivalent institutes as yet without them. The establishment of Faculties of Social 

Science is to be recommended in many cases.” Substantial progress was made in 

1949 in the organization of institutions for research and teaching in the various branches 

of social science. Much work has been carried out on economics and the study of 

business cycles, though little headway has been made with other branches of study. 
The existence of a well-established tradition accounts for the predominant position 
of economic studies. Under the Weimar Republic, research carried out by empirical 

methods made great strides under the sponsorship of universities, the government and a 
number of private concerns. When the war ended, the staff of research institutes had 


1 This paper is based on reports prepared for Unesco by Professors C. B. Robson of the Univer- 
id Mg North Carolina, and C. M. Arensberg of Barnard College, Columbia University, New 
ork. 

Mrs. Alva Myrdal, Director of the Department of Social Sciences, during her visit to 
Germany at the beginning of February 1951, was able to gather additional information. 
As this article contains merely brief indications concerning social science research in Germany, 
the following works should be consulted for further details: von Wiese, Leopold, ‘‘Der Plan 
einer Sozialwissenschaftlichen Fakultat”, Kelner Zeitschrift fur Soziologie, 1, 2, 1948-49. 
Neuloh, Otto, ‘‘Sozialforschung—eine ceffentliche Angelegenheit”, Soziale Welt, — 


1940. 
Potthoff, Adolf, ‘Die Sozialwissenschaften an den deutschen Universitaten und Technischen 
Hochschulen”’, Soziale Welt July 1950. 

Meyer, Ernst Wilhelm, Political Sciences and Economics in Western Germany, Library of 
Congress, European Affairs Division, April 1950. 

Sternberger, Dolf, The Social Sciences in Western Germany, Library of Congress, European 
Affairs Division, May 1950. 

Schelsky, Helmut, ‘Lage und Aufgaben der angewandten Soziologie in Deutschland”, 
Soziale Welt October 1950. 

*“Gutachten fiir Hochschulreform”, prepared by the Commission for University Reform, 
Hamburg, 1948 

* Op. cit. p. 16, para. 5. 








been scattered and their equipment and libraries damaged or destroyed, but thanks ty 
encouragement given by the occupying Powers and competent German circles, it has 
been possible to resume little by little the work interrupted by hostilities. Existing 
institutions have been reorganized and new research centres set up. Since February 


1949, the Association of German Economic Research Institutes,! to which the 13 leading FF 
© Soziolog 
' trative 
have in the past been sporadic efforts at empirical research, sociology has never yet 
developed as an independent study in Germany, but has been treated rather as a sub. 


institutions of this type belong, has provided a channel for the co-ordination of work, 
There was no such tradition for sociology as existed for economics. Although there 


division of ethics, philosophy and historical science. Furthermore, the triumph of the 
National Socialist doctrine had even before the war impeded or in many cases put a ful] 
stop to objective scientific research. The chaotic conditions that developed as an 
aftermath of the war have only aggravated the disintegration due to the levelling pro. 
cess (Gleichschaltung) carried out by the Nazis. Accordingly, the re-establishment of 
a network of institutions for research in social science implies a far-reaching reform and 
a new policy in the teaching of these subjects. A stock-taking of Germany’s post-war 
needs and of the prerequisites for the development of social sciences has already 
produced results. 

Many new institutions have been established and the number of works published on 
research is much greater than is imagined in other countries. Moreover, 1949 saw the 
establishment of the Association of Social Science Institutes,2 which now groups 17 
institutes specialized in social science research. It must be pointed out, however, that 
the object of this organization is simply to facilitate exchanges of views and it does not 
in any way function as a Social Science Research Council. 

The nature of the German social science institutes, which nearly all form part of 
the two organizations already mentioned, must be clearly understood. They are not 
multi-disciplinary institutes where all the social science services at a university are 
merged and where professors, instructors and students participate in organized team- 
work. They are rather offshoots of the universities, in which each professor has his 
“seminar” with its own library, constituting a centre for his teaching and research. In 
some cases, an institute develops around such “seminars” with the help of funds from 
various sources (industry, trade unions, municipal authorities, Allied—particularly 
American—authorities, etc.). Its work is carried out in a particular field and research 
assistants are engaged for the purpose. Although the object of these institutes—at- 
tached to a university, but without forming part of it, as is frequently thought—is 
obviously to provide teaching, and although they frequently agree to inter-discipli- 
nary co-operation, they nevertheless reveal their origin, and their development under 
separate authority permits the co-existence at the same university of several institutes 
which appear to be completely independent. Frankfurt is a typical example. Here 
we find the following institutes : the Social Research Institute,’ under Professor Hork- 
heimer, specializes in the study of political attitudes and their institutional back- 
ground : the analysis of socio-psychological contents, the psychology of depth, etc.; the 
Sociographic Institute,* which forms part of Frankfurt University, is under the direction 
of Professor Neund6rfer and specializes in applied sociology, particularly statistical and 
cecological surveys with a view to the resettlement of refugees; the Institute for the 
Development of Public Affairs,5 not attached to the University, specialized in political 
and administrative studies, especially with regard to civil service questions, also 
publishes many works in other fields, particularly with regard to refugees; the Social 
Welfare and Social Policy Institute, under Professor Scherpner, specializes in social 
work, studies relating to social legislation, etc.; the Academy of Labour,* under the 
direction of Professor Zinkeisen,’ is carrying out economic research in labour questions 


1 Arbeitsgemeinschaft deutscher Wirtschaftswissenschaftlicher Forschungsinstitute. 

? Arbeitsgemeinschaft Sozialwissenschaftlicher Institute. 

3 Institut fiir Sozialforschung. 

* Soziographisches Institut. 

5 Institut zur Férderung 6ffentlicher Angelegenheiten. 

® Akademie der Arbeit an der Universitat Frankfurt. j 

7 Professor Zinkeisen has also actively participated in the work of the Darmstadt Institut fiir 
Sozialwissenschaftliche Forschung, where, largely owing to American initiative, community 
studies have been carried out on the basis of interviews with standard questionnaires. 
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j (wages, budget, etc.) ; lastly the Frobenius Institute of Anthropology, under the direc- 


tion of Dr. A. Jensen, is doing anthropological research in non-European countries. 

Other important centres exist in Germany. Cologne, for instance, has at least 
four research institutes : the Institute for Social Science and Administrative Research? 
(under the direction of Professor L. von Wiese) publishes the Kélner Zeitschrift fir 


trative science; the “Sociological Seminar’? (under Professor K6nig) specializes in 


For Kiel, we need only mention the Institute for World Economy*, which was re- 
opened after the war and which, perhaps more than any other in Germany, is an ins- 
tute for social sciences in general, including seminars for several disciplines. 

At Hamburg, mention must be made of various university professors who carry out 
social science research, and of the new Academy for Community Economics® (under 
the direction of Professor Schelsky) ; and, at Dortmund, the Social Research Institute? 
(under Dr. O. Neuloh, who is also President of the Association of Social Science Insti- 
tutes). These two institutions are carrying out important research in industrial 
sociology (Betriebs-soziologie) and family sociology, and they are concentrating their 
empirical research on problems concerning their region. At Dortmund the review 
Soziale Welt, subtitled the Review of the Science and Practice of Social Life,® has been 
published for the last two years. 

At Hanover, at the Institute of Empirical Sociology® Professor K. V. Miiller occu- 
pies the Chair of Sociology. Here, in conjunction with the Institute for the Study 
of Natural Aptitudes?® and the Anthropologico-Sociological Research Commission" of 
the “Akademie fiir Raumforschung und Raumordnung”’, important work is being 
done on regional planning, demography, the problem of refugees, etc. 

The new Free University of Berlin has also become a social science research centre. 
The Political Science Institute (under Professor von der Goblancz) mainly studies the 
political parties and industrial sociology. The Sociological Institute’ (under the 
direction of Professor Thurnwald) specializes in the study of family environment, and, 
to some extent, uses the methods of anthropology. 

At Nuremberg, the Institute of Economic and Social Psychology’ (under Professor 
Proessler) makes a special study of markets. In the fields related to economy and 
industrial organization, mention may be made of the Institute of Labour Law and 
Social Policy (under the direction of Professor Pohl) at Munich; the Institute of 
Labour Policy and Economy" (under the direction of Professor Abendrot) at Wilhelm- 
shafen; the Agricultural Institute! at Géttingen; and the Institute for the Study of 
Agricultural Markets??, at Brunswick, where surveys of urban or rural sociology are 
carried out in conjunction with economic investigations. 

This description does not give a complete picture of the special institutes for social 


1 Forschungsinstitut fiir Sozial-und Verwaltungswissenschaften, Cologne University. 
2 Soziologisches Seminar, Cologne University. 

3 Staatswissenschaftliches Seminar. 

4 Wirtschaftswissenschaftliches Institut der Gewerkschaften. 

5 Institut fiir Weltwirtschaft. 

6 Akademie fiir Gemeinwirtschaft. 

7 Sozialforschungsstelle at Miinster University, Dortmund. 

8 “Zeitschrift fiir Wissenschaft und Praxis der sozialen Lebens.” 

® Institut fiir empirische Soziologie. 
10 Institut fiir Begabtenforschung. 

1 Anthropologisch-Soziologisches Forschungsausschuss der Akademie fiir Raumforschung und 

Raumordnung. 

12 Institut fiir Soziologie. 
18 Institut fiir Wirtschafts-und Seer ee 
4 Institut fiir Arbeitsrecht und Sozialpolitik. 
15 Institut an der Hoschchule fiir Arbeitspolitik und Wirtschaft. 
16 Institut fiir Agrarwesen. 

17 Institut fiir Landwirtschaftliche Marktforschung. 





science research; it is only intended to give a general idea of their vast field of activities 
as well as of their particular character in Germany. } 

In German universities, it is a common practice to include the study of law and poli- 
tical science in one faculty.1 Seven universities have adopted this system: Bonn, 
Hamburg, Geettingen, Kiel, Marburg, Miinster and Wiirzburg. In two universities, 
Tiibingen and the recently established Mainz University, the curriculum is much the 
same, although the faculty has the possibly more appropriate name of Faculty of Law 
and Economics,? since these faculties are generally divided into two sections, one for 
law and the other for economics. Sociology is dealt with only in the lectures on social 
policy, although in most universities the legal aspects of state assistance and social 
insurance are considered. 

In a few universities, sociology is studied in conjunction with economics. The 
main Faculty of this type is at Cologne, but similar Faculties are found at Frankfurt 
and in the Free University of Berlin. The Nuremberg Higher Institute of Economic 
and Social Sciences adopts the same method‘. At Heidelberg, an important sub-divi- 
sion of the Faculty of Philosophy is set aside for economic and social sciences. The 
greatest attention is here given to sociology and economic theory, which are taught by 
Professors Alfred Weber, Hans von Eckardt, Alexander Riistow, Dolf Sternberger and 
Erich Preiser. The last is also Director of the Alfred Weber Institute of Political and 
Social Sciences, which supplements the Faculty’s syllabus in this field. 

This survey would be incomplete without mention of the numerous courses provided 
in many universities for those aspiring to managerial posts in industry and commerce. 
The Nuremberg University, mentioned above, the Mannheim Higher Institute of 
Economics, the Munich and Nuremberg Institutes of Applied Economics and the 
Nuremberg Institute for the Study of Markets and Consumption are the most important 
of the institutions providing training for business leaders. 

However, we frequently find that a number of subjects forming part of the regular 
educational programme of other countries are not taught in German universities. For 
instance, there are no elementary courses on governmental structure and political prob- 
lems. Practically no provision is made for more advanced courses on comparative 
constitutional law, the political parties, electoral problems, the legislative power and 
the framing of laws, administration (treated independently of administrative law), 
international relations (as distinct from international law), foreign policy and inter- 
national organizations. Scant attention is also given to the teaching of cultural anthro- 
pology based on experimental methods. Admittedly, these subjects, for which special 
courses are provided elsewhere, are occasionally dealt with as part of the curriculum 

of the Faculties of law, economics or sociology. Nevertheless, university authorities 
are alive to the need for making good these omissions and are tending to arrange for 
these subjects to be taught independently. Since the end of the war, the reform of 
social science studies has given rise to much discussion by the circles concerned and 
various projects have been established for that purpose.® 

But various difficulties are encountered in the reorganization and reform of curricula. 
Apart from war damage, the lack of adequate premises. and funds for reconstructing 
and extending university buildings or setting up a sufficient number of new Chairs, 
mention should be made of the obstacles due to a rigid watertight organization and the 

force of inertia of any well-established tradition. In this respect, the Committee set up 
by the Conference of Rectors will be able to formulate authoritative recommendations 
for reforms deemed necessary. 

Nor must we underestimate the problems arising out of the shortage of teachers and 
the lack of foreign publications. The most urgent needs could be met by active 


1 Rechts-und Staatswissenschaften. 

2 Rechts-und Wirtschaftswissenschaften. 

3 Wirtschafts-und Sozialwissenschaften. 

“Its Director, Professor Hans Prcessler, described the syllabus for the recently introduced 
Diploma of Social Sciences in an article headed: ‘‘Uber den Ausbau des Sozialwissenschaft- 
lichen Studiums’’, Miinchner Studentenzeitung, 10 July 1949. 

5 See, for instance, the project of the Miinster University’s Social Research Centre established 
at Dortmund : Denkse; rift an die Mitglieder der Arbeitsgemeinschaft Sozialwissenschaftlicher Institute, 
Dortmund, 20-7-50. 
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Vities, jnternational co-operation. Invitations to a larger number of foreign teachers than has 
formerly been the custom and the sending of specialists to universities in other coun- 
| poli- tries would go some way towards solving present problems. With regard to specia- 
Bonn, lized foreign literature, the importation of which is impeded by currency shortages, 
sities, needs could be met by using the Unesco book coupons and the Exchange of 
h the Publications Service set up by that Organization. 
Law 
e for 
cial UNESCO AND THE SOCIAL SCIENCES IN GERMANY 
Ocial 
The assistance that Unesco can give Germany in connexion with the social sciences is 
The not limited to the supply of documentary material. The Organization realizes that 
<furt it is of fundamental importance to establish a permanent centre which will permit 
omic contacts with German circles carrying out social science research, help to develop co- 
divi- operation with all countries concerned, and co-ordinate the research undertaken in 
The Germany and that carried out in other countries, thus facilitating comparisons in 
t by an international scale. But this initiative must be envisaged within the general frame- 
and work of the programme which Unesco intends to carry out in Germany in 1951. 
and As early as 1949, Unesco’s representatives in Germany realized that the most 
effective contribution which the Organization can make to German cultural life, as 
ded part of a long-term programme, is to establish a network of institutes or centres likely to 
rce, arouse the interest of important groups, such as young people, social scientists and 
> of educators. Such centres must be inspired with the general aims of Unesco’s programme 
the while endeavouring to meet the vital needs of these groups and, with their help and 
ant collaboration, the needs of the German people as a whole. International understan- 
ding will thus grow as a result of international co-operation. But the field in which 
Jar such activities will be carried out must be chosen, as far as possible, so that the work 
For of co-operation will have an immediate and concrete significance for German social 
ob- life. 
ive At the Fifth Session of the General Conference, held in Florence in 1950, Unesco’s 
nd Director-General made certain proposals to the Executive Board (Documents 21 EX/5 
Nv), and addendum, 21 EX/22) for the establishment, with extra budgetary resources, of 
er- centres or institutes in the fields of education, youth activities and the social sciences. 
‘O- As a result of the discussions of a special Sub-Committee, during which recommenda- 
ial tions were made by a representative of the Allied High Commission for Germany, the 
m Executive Board instructed the Director-General: 
ies “to continue his consultations with representatives of the appropriate Allied Authori- 
or ties, representatives of interested German circles and experts on German questions” 
of (Document 21 EX/Decisions 11 July 1950). 
id The General Conference authorized the Director-General to seek financial support 
outside the regular budget of the Organization with a view to implementing these 
a. projects (Resolution 8,125). 
ig A number of States have already announced their intention to make special contri- 
3 butions in the near future towards the establishment of the International Social Science 
e Institute, the International Institute for Youth Activities and the International Peda- 
p gogical Institute, to be set up simultaneously in Germany. These three bodies are 
S expected to be in operation by the beginning of June 1951. 


After considering the present position of the social sciences in Germany, we may look 
forward to new and important developments. The interest displayed by young people 
and by the German universities, the action taken by the Conference of Rectors and by 
academic circles, and, lastly, positive international collaboration all point the way to 
a revival of social sciences in this country. 





1 The detailed plans for this Institute are now being worked out and the next number of the 
Bulletin will contain information concerning the decisions taken. 
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THE ITALIAN INSTITUTE 
OF LEGISLATIVE STUDIES 


FOUNDING AND ORGANIZATION OF THE INSTITUTE 


The Italian Institute of Legislative Studies, was founded in 1925 under the auspices of 
the Italian Society for the Advancement of Science, as a result of jthe labours of a 
committee of jurists presided over by Senator Vittorio Scialoja, professor at the 
University of Rome. In course of time, the Institute was recognized by the 
Council of State as a body acting in the public interest and was given the status of an 
“incorporated society” in that capacity. 

The present President of the Institute is Professor Vittorio Emanuele Orlando, of 
the University of Rome, the former Premier and Speaker of the Chamber of Deputies. 
The Vice-Presidents are Professor Vincenzo Arangio Ruiz, and Doctor Gaetano 
Azzariti. Professor Salvatore Galgano, of the University of Rome, has been Secretary- 
General from the outset. 

The supreme organ of the Institute, so far as policy and administration are con- 
cerned is the Governing Body, the present members of which, apart from the Institute’s 
President, Vice-Presidents and Secretary-General, are : Avv. Luigi Biamonti, of 
Rome; Professor Constantino Bresciani Turroni, of the University of Milan; Doctor 
Leopoldo Caliendo, Presiding Judge of the Rome Court of Appeal; Professor Alfredo 
De Gregorio, of the University of Rome; Professor Tomasso Perassi, of the University 
of Rome; Avv. Leopoldo Piccardi, Honorary President (of one division) of the Council 
of State in Rome; Professor Filippo Vassalli, of the University of Rome; and Professor 
Guido Zanobini, likewise of the University of Rome. 


TASKS AND GUIDING PRINCIPLES 


The main objects of the Institute are the promotion of legislative studies in general, 
the progressive improvement of Italian legislation, and the unification of international 
legislation. 

The fundamental guiding principles of its activity have, from its inception, been : 

(1) The ‘need for enabling work undertaken to benefit from statistical research 
applied to legal phenomena, the study of legal history and of economic phenomena 
inasmuch as they help to pave the way to legislative reforms, and especially foreign 
and comparative law. 

(2) The need to create, where comparative law is concerned, the greatest possible 
amount of international legal documentation (without which any comparison is 
impossible), such documentation meaning not only legal sources but also the syste- 
matic assembling and distribution of jurisprudential matter and legal bibliogra- 
phies in an ever-growing number of countries. This documentation should be 
accompanied by comparative and critical studies on legal problems, laws, legal 
decisions and doctrine in those countries themselves. 

This should provide the framework for the organization of the tasks to be performed, 
the basis of which, so far as their subjects are concerned, are international legislation, 
jurisprudence and doctrine and, so far as their treatment is concerned, the institution 
of regular, systematic, annual reviews of international trends and events in the matter 
of legislation, jurisprudence and legal doctrine, to appear in periodicals specially 
prepared for their respective purposes. 


PUBLICATIONS 


The earliest periodical publication, The Yearbook of Comparative Law and Legislative 
Studies (l’Annuario di diritto comparato e di studi legislativi), based on the above-mentioned 
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principles (and therefore issued in the four sections corresponding to the four divisions 
of its content as stated above), appeared for the first time in 1927, as a substantial 
volume. In due course, since the separate sections had acquired a range and com- 
plexity that made them difficult to include even in the ample proportions of the Year- 
book it was decided to make them independent and issue them in the form of specia- 
lized, separate reviews. 
The following thus appeared one after another from 1932 onwards : 
(1) Four journals devoted to Comparative Jurisprudence dealing with (a) civil law; 
(6) commercial, marine, aeronautical, industrial and copyright law; (c) labour 
legislation; (d) international private law. 
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~ (2) Two reviews devoted to the legislative movement, namely: (a) International Legisla- 
Pi tion (Legislazione internazionale); (b) Directory of World Legislation (Repertorio della 
legislazione mondiale). 
>, of (3) Two reviews of a bibliographical character, namely: (a) International Law Biblio- 
ties, graphy (Bibliografia giuridica internazionale); (b) International Bibliography on the New 
ano Codes of Italy (Bibliografia internazionale sui nuovi codici d’ Italia). 
ary- The Yearbook, thus unburdened of documentary material, became an organ solely 
concerned with the examination, on a doctrinal basis, of problems of comparative law, 
“on- and with studies (including national and international surveys) in the matter of 
ite’s legislative reform.+ 
of As regards the structure of the annual surveys, published in the periodicals men- 
stor tioned above, their distinguishing features are: their annual publication; the fact of their 
nile being restricted to the Supreme Courts of the countries concerned, though not to the 
sity exclusion of rulings, of special importance, made by lesser jurisdictions; the fact of their 
ncil being drawn up by one or more jurists of the country concerned; the annotation of 
ne every ruling by one or more jurists of the country involved and, at the same time, by 
one or more jurists of other countries. 

STATISTICAL DATA 

For an all-round view of the work performed by the Institute in the 25 years of its 
al, existence, one cannot do better, perhaps, than to take into account the following statis- 
ral tical data: 

(1) To activity in the fields of international legal documentation, foreign and compa- 
ms rative law, and legislative studies, 91 thick, large-sized (8°) volumes of the Yearbook 
ch bear witness, as do the reviews on Legislazione e Bibliografia giuridica internazionale 
- (International Legislation and Legal Bibliography) and on Giurisprudenza comparata 
- (Comparative Jurisprudence). To these volumes should be added 24 others, of 

the same size, comprising the Giurisprudenza completa della Corte Suprema di Cassazione, 
le Sezione Civili e Penali. 
” (2) So far as concerns the four reviews dealing with Comparative Jurisprudence, the follow- 
- ing facts may be noted: 
- (a) Italian and foreign rulings, published in extenso, or else summarised or merely noted 
= in the “maxims” concerned : 10, 634 rulings, 7,061 of which are of foreign and 
il 3,573 of Italian origin. 

(6) Notes by Italian and foreign authorities on rulings made in their own countries or 
, elsewhere, the tone of which is critical and the composition either of an ample or of 
a purely compilatory character: the 7,605 rulings to hand may be sub-divided as 
. follows: 2,425 notes by Italian authors, 1,668 of which deal with Italian rulings 
and 757 with foreign ones; 3,187 notes by foreign authors, 2,381 of which deal 
y with rulings made at home, 108 with rulings made in Italy and a further 248 with 





rulings made elsewhere. 











1 In 1944, during the war, the Institute began the publication of the following two reviews: 
(2) ‘omplete Furisprudence of the Civil Sections of the Supreme Court of Appeal (Giuris, completa 
della Corte Suprema di Cassazione, Sezioni Civili); (b) pry urisprudence of the Penal Section 
of the Supreme Court of Appeal (Giurisprudenza completa della Corte Suprema di Cassazione, Sezioni 
enali). A few words will be said later on concerning the origin, structure and purposes 

of these publications. 
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INTERNATIONAL ENQUIRIES 


So far as concerns legislative reforms and the unification of international legislation, it 
is well to recall the seven international enquiries carried out and published in the 
Annuario with respect to: 

(1) Commercial law reforms: enquiries carried out with the help of eight jurists, 
including three foreign specialists from Germany, Switzerland and Belgium. 

(2) Reforms connected with civil procedure; here there was co-operation between six 
jurists, including five foreign experts from Poland, Austria, Switzerland, Hungary 
and Czechoslovakia. 

(3) Reforms connected with penal law; collaboration by 28 jurists, including 24 foreign 
authorities from Switzerland, United Kingdom, Spain, France, Yugoslavia, 
Hungary, Germany, Austria, the Netherlands, Denmark and Czechoslovakia. 

(4) Maritime law reforms: seven jurists (including six foreigners from the Netherlands, 
Algeria, France and Germany). 

(5) Reforms in the field of international private law: seven jurists, including six 
foreigners from France, the United States and Germany; 

(6) Reforms in the field of individual and family law: 10 jurists, nine of whom came 
from the following foreign countries: United Kingdom, France, Czechoslovakia, 
Spain. 

(7) In the matter of legislative unification, studies by 16 jurists devoted to a proposed 
code of obligations and contracts as between Italy and France. These jurists were 
all foreigners belonging to the following countries: Austria, Belgium, United King- 
dom, Germany, Switzerland, Russia, France. 


NUMBER OF LEGISLATION SYSTEMS EXAMINED 


The number of legislative systems, of the various countries, discussed in the Annuario 
and in the reviews Legislazione internazionale and Repertorio della legislazione mondiale rose 
from five in the first volume of the Annuario to more than 190 in the Repertorio, Vol. I, 
Part. 1, 1932, and to over 195 in this latter publication in 1935 (Vol. IV. fasc. 19-2°), 


FOREIGN COLLABORATION 


Foreign collaboration on the reviews appearing up to 1933 included two hundred and 
thirteen jurists, representing 26 countries. However, in the years that followed, the 
number of foreign contributors and countries represented were to swell appreciably. 
Since the end of the war, new contributors have appeared, often from remote or spar- 
sely populated countries, like New Zealand and the new State of Israel. 

Foreign associate members of the Institute had been especially numerous before 
the recent war, which, however, sorely depleted the various associations. Even so, 
the latter are now being renewed. 


STUDIES INITIATED DURING AND SINCE THE SECOND WORLD WAR 


Far more harmful was the war’s effect on the internal organization of the Institute, 
which, at one dark moment, seemed doomed to collapse. That organization, however, 
recovered sufficiently, to be able to pursue its work without interruption. And, 
though all research activity was completely paralyzed from the middle of 1943 onwards, 
the Institute remained to hold the torch of science aloft amidst the silence in which all 
cultural institutions were shrouded. 

It was obliged, however, to give its work a direction and content differing consider- 
ably from those of previous years. 

In view of the impossibility of continuing its work in the field of foreign and compa- 
rative law, it turned its attention to the major legal and legislative problems which the 
war had brought to the fore. These problems were shared |out, for examination, to 
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several specially appointed committees. The results of their labours, consisting of 
proposals for legislative reforms, the relevant reports, and contributions from individual 
writers outside the committees themselves, were published in a “Reconstruction 
Series”, for which special parts of the Annuario were reserved. 


OTHER REVIEWS BROUGHT OUT DURING THE WAR 


Another serious problem toc was faced. Given the suspension of all the reviews, and 
of the activities of all publishers, it was for some time impossible—from the middle of 
1943 onwards—to publish the rulings of the Corte Suprema di Cassazione (Supreme 
Court of Appeal), as indeed of all the other legal instances. To obviate this drawback, 
the Institute founded, in 1944, two new reviews with a view to recording Supreme 
Court of Appeal jurisprudence (penal and civil) in its entirety. Between 1944 and 
1946, these reviews were the sole records at the disposal of students, judges and barris- 
ters for rulings made during this period. 

In 1947, various other reviews of the Institute having begun to reappear, the pur- 
pose of these two periodicals appeared to have been served. They were so apprecia- 
ted, however, that considerable sections of the legal public requested their continued 
publication. ‘Twenty-four large volumes have so far been published. 





THE GENEVA “INSTITUT UNIVERSITAIRE 
DES HAUTES ETUDES INTERNATIONALES” 


OBJECT 


The Institute is an independent higher educational establishment concerned exclu- 
sively with the study of international relations in their legal, economic and political 
aspects. Its purpose is to turn out men and women capable either of undertaking 
scientific work on the subject or of applying their knowledge in international affairs. 


SCHEME OF STUDY, ETC. 


The Institute operates on the same lines as a university faculty. Study is carried 
out partly under the normal university type of arrangement and partly in the form of 
lectures or seminars for which students are required either to prepare papers for sub- 
sequent discussion and criticism or to co-operate in a critical study of texts, etc. Stu- 
dents have free choice as to the courses they shall follow, according to the branch in 
which they wish to specialize. However, for the examinations open to them, consi- 
derable knowledge is required of all three branches covered by the Institute’s teaching. 

No minimum period of study is required, but in practice, candidates for the diploma 
or the doctorate need to pass at least two years at the Institute. 

Fees are 110 Swiss francs per half year for candidates for the diploma and the doc- 
torate. Candidates for the licence és sciences politiques (international affairs) of the 
University of Geneva pay the Institute 6 francs per hour of the course followed, per 


half-year. 























CONDITIONS OF ADMISSION, ETC. 


There is no competitive entrance examination for the Institute but no student can be 
accepted to read either for the Institute’s diploma or for the University’s doctorate in 
political science unless he holds the licence és sciences politiques (international affairs) 
of Geneva or an equivalent degree of another university. If his degree is not considered 
fully equivalent, he may qualify by passing examinations in subjects separately pre- 
scribed in each individual case by a Joint Commission consisting of the Directors of the 
Institute and the Deans of the three Faculties of the University (Law, Arts, Economic 
and Social Sciences). These qualifying examinations may be held either in the Uni- 
versity or at the Institute. 


TEACHING, ETC. 


As all students are required to be graduates, the work done at the Institute corres- 
ponds to that of the senior years in the Faculties. Students of the University reading 
for the licence és sciences politiques are required to take certain courses and attend 
certain lectures at the Institute. The syllabus comprises courses and lectures: (a) on 
special aspects of international law (the groundwork of the subject being dealt with 
by the University Faculty of Law) ; (4) on international economic questions (basic eco- 
nomic theory being again dealt with by the appropriate Faculty of the University) and 
(c) the political history of international relations. 

The regular syllabus is supplemented by special courses under persons of recog- 
nized eminence in one or other of the fields which concern the Institute. 

Original work by the staff and students of the Institute is facilitated by the presence 
in Geneva of the libraries of the United Nations, the International Labour Organiza- 
tion and the University. In addition, the Institute itself has a specialized library of 
some 20,000 books and periodicals dealing with international relations in their histo- 
rical, economic and legal aspects. 


THE “INSTITUT NATIONAL 
D’ETUDES DEMOGRAPHIQUES” 


In 1945 the “Fondation francaise pour l’étude des problémes humains”, directed by 
Alexis Carrel, was succeeded by the “Institut national d’études démographiques”. 

This is an independent institute, subsidized by the State; its task is to study popula- 
tion problems, in their most general aspect. It is directed by Mr. Alfred Sauvy, a 
member of the National Economic Council and Chairman of the United Nations 
Population Commission. 


The Technical Committee of the Institute is composed as follows: Mr. Robert Debré, 
member of the Academy of Medicine, Professor in the Paris Faculty of Medicine, 
Chairman; Mr. Louis Bugnard, Professor in the Toulouse Faculty of Medicine, Direc- 
tor of the National Institute of Hygiene; Mr. Henri Bunle, former Director of the 
“Statistique générale de la France” and former President of the “Société de statistique 
de Paris”; Mr. Georges Darmois, Professor in the Paris Faculty of Sciences; Mr. Pierre 
Depoid, Secretary-General of the “Société de statistique de Paris”, and Director of 
the “Compagnie d’assurances générales”; Mr. Pierre George, Professor in the Faculty 
of the University of Paris; Mr. Georges Hourdin, Secretary-General of the “Semaines 
sociales de France”, and member of the Board of Management of the “‘Confédération 
générale des familles”; Mr. Adolphe Landry, Senator, former Minister, President of 
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the International Union for the Scientific Investigation of Population; Mr. Jean Lan- 
gevin, “Agrégé” of Physical Sciences; Mr. Pierre Laroque, maitre des requétes to the 
Council of State, Director-General of the “Sécurité sociale”; Mr. Henri Laugier, 
former Professor in the Paris Faculty of Sciences, Assistant Secretary-General of the 
United Nations; Mr. Francis Perrin, Professor of the Collége de France, High Commis- 
sioner for Atomic Energy; Mr. Emmanuel Rain, maitre des requétes to the Council of 
State, Director-General of the Population Department at the Ministry of Public 
Health and Population; Mr. Paul Rivet, Deputy, Honorary Professor at the National 
Museum of Natural History. 


The main eature of INED is the assembling of scientists of various disciplines. In 
fact, the permanent staff comprises qualified research workers representing the follow- 
ing subjects, all of which have a common aim: mathematics, statistics, economics, 
medicine, genetics, comparative law, psychology, sociology, history and geography. 

Thanks to this very original diversity, the various problems may be considered in 
relation to one another, and this prevents, not specialization, but any tendency for the 
various specialities to become water-tight compartments. 

INED publishes a quarterly review Population, and a series entitled ‘Travaux et 
Documents” which does not appear on any regular dates. By 1 January 1951, 
14 numbers of the latter had already been published, namely: 

(1) The Work of the Advisory Committee on Population and Family Questions; 

(2) Documents on Immigration; 

(3) Wishes of the French population with regard to Urban Dwellings; 

(4) The Possibility of Italian Immigration to France; 

(5) Professional Activities of Women in France, by Jean Daric; 

(6) The North African Demographic Problem, by Louis Chevalier; 

(7) Ageing of the Population and Prolonging of Active Life, by Jean Daric; 

(8) Rural Depopulation and Rational Methods of Peopling. Six local enquiries 
preceded by a theoretical study by Alfred Sauvy; 

(9) Five Social Enquiries, preceded by a statement concerning the method followed; 

(10) The Population of Paris in the Nineteenth Century, by Louis Chevalier; 

(11) Eugenics : Problems, Methods and Results, by Jean Sutter; 

(12) Assessment of the Fecundity of Populations, by Jean Bourgeois-Pichat; 

(13) The Intellectual Standard of Children of School Age. A National Survey on 
Primary Education, presented by Professor Georges Heuyer, Professor Henri 
Piéron, Mrs. Henri Piéron and Alfred Sauvy. 

Independently of the above series: The Cultural Assimilation of Immigrants (pub- 

lished in collaboration with Unesco). 

There are Sections in INED for Studies on Quantity (Statistics, Death-rate, Birth- 
rate, etc.); Studies on Quality (Heredity and Environment, Eugenics, Abortion, 
Alcoholism, Social Evils); Economics; Geography and History (Migration, Transfor- 
mation of the Territory); Sociology (Psychological Factors, Social Mobility, etc., 
Sampling Surveys); Legal Questions (Legislation); Documentation (Libraries and 
Various Studies); Dissemination (Publication and Distribution of the Review Popu- 
lation and of the “Travaux et Documents” series; Organization of Classes and Lec- 
tures); Administration. 

This division is not based on principles of rigid administrative rank. There are 
extensive “horizontal” connexions both within and without the system. 

INED also welcomes French and foreign students who visit it to do courses of 
practical work (lasting one or two years). 





THE INTERNATIONAL POLITICAL 
SCIENCE ASSOCIATION 


BRUSSELS SESSION OF THE STEERING COMMITTEE 


18 and 19 December 1950 


The steering Committee of the International Political Science Association met at Brus- 
sels on 18 and 19 December 1950 at the headquarters of the Institute of International 
Relations. 

The session marked the end of the Association’s first year of activity and the Commit- 
tee was thus in a favourable position to take stock of the results already achieved and 
to lay down the main lines for the Association’s Jevelopment in the years to come. 

The firs. problem was clearly the expansion of the Association, i. e., the increase of 
the number of adhering national associations. The past year’s results showed that 
this development must necessarily be very slow. There were still few countries where 
political science had really established itself in the fields of education and research; 
though political science as such aroused an extraordinary and almost universal 
interest, few nations as yet gave it the benefit of organization and status. 

The Steering Committee, which desired to eliminate all purely superficial bodies, 
intended to base its policy with regard to the recognition of national associations on the 
following two criteria: 

(1) The Association must be a live and effective one, capable of doing constructive 
scientific work; 
(2) It should be fully representative of political science in its country, and not confined 
to some particular institution. 
In brief, progress as regards the number of national associations would be determined 
by the development of political science itself. Even if that development could be but 
slow, what had so far been achieved was most promising. The great national associations 
already in existence (United States, Canada, India) had joined the International 
Association from the outset. Its creation had brought about the setting up of national 
associations in many countries: the United Kingdom, France, Israel and Greece. 
Several other national associations were taking shape and would come into being 
officially in the course of 1951. 

An effort at “re-grouping’’ political scientists was being made in a number of 
countries, such as Australia, Austria, Belgium, Germany, Italy, Mexico, the Nether- 
lands, Sweden, Switzerland and Turkey. In all countries where the creation of 
national associations was not at present possible, the Executive Committee had decided 
to canvass very actively for individual members and to establish contact with a certain 
number of isolated institutions which would be granted the status of associate members. 

The Steering Committee dealt, at Brussels, with three matters forming part of the 
main activities of the Association. 


I. PUBLICATION OF AN INTERNATIONAL DOCUMENTATION REVIEW (“International 
Abstracting Service’’) 

The Association decided to publish, in collaboration with the International Studies 
Conference an International Documentation Review containing abstracts of articles 
appearing in 50 or 60 principal reviews on political science and international relations. 
Since the disappearance of Social Science Abstracts, there had been no review of this 
kind with an international character. There was however a need for such a review, 
particularly in the countries where libraries were not yet adequately equipped to 
receive and deal with periodicals. In those countries where many important reviews 
had often only a small circulation, abstracting was sometimes the only possible 
approach to an article. From that standpoint the review now proposed would be an 
effective and widely called-for means of promoting the social sciences. 
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Those responsible for the new review had, however, not forgotten the failure of 
Social Science Abstracts, due possibly to the unduly high quality of a publication which, 
in its endeavour to reach perfection, had reached a prohibitive price. The new publi- 
cation, therefore, would at the outset be a modest one; if successful, it would then be 
suitably developed. The abstracts, covering some 60 of the most important and signifi- 
cant reviews, would not exceed 10 to 15 lines; they would be published in French in 
the case of all the reviews appearing in English, and in English in the case of those 
appearing in a language other than English. The review would be an essentially 
international work, in the execution of which great institutions in different countries 
would co-operate. It was hoped that the first number would appear during the first 
half of 1951. 

It should be added that such a publication could probably not have been contem- 
plated in the absence of the clarification work done by various committees of experts 
on documentation convened by the Social Sciences Department of Unesco. _It was 
also Unesco which, acting through the Standing Committee on Documentation in the 
Social Sciences, would finance the launching of the new review. 


2. ENQUIRY CONCERNING TEACHING METHODS 


The International Political Science Association attached considerable importance to 
Unesco’s general enquiry on the teaching of the social sciences. Such an investigation, 
which ought to lead to positive conclusions and recommendations, could make a very 
material contribution to the progress of the social sciences and help to improve intellec- 
tual co-operation, particularly with regard to Political Science which was still, in very 
many countries, the least developed of the social sciences. The influence of the enquiry 
on the development of that discipline might be an outstanding one. 

The Association’s investigation would, of course, cover the eight countries chosen 
for the general enquiry, namely the United States, the United Kingdom, India, France, 
Sweden, Poland, Mexico and Egypt. Moreover the Association had decided to extend 
its survey to a number of other countries, so as to secure as broad a picture as possible 
of the position regarding the teaching of political science in the present-day world. In 
choosing these extra countries the Association would concentrate mainly, though not 
exclusively, on those where a purely legal approach to and analysis of political life and 
institutions still predominated. It would try to determine precisely the reasons im- 
peding the transition from old systems, based on the predominance of traditional 
Faculties of Law, to new ones involving the creation of autonomous Social Science or 
Political Science Faculties. 

All countries under review would be the subject of reports which, in some cases, 
were already in course of preparation. A general Rapporteur had been appointed; he 
would watch the development of the individual enquiries and would endeavour to 
give the results a uniform presentation. Finally, the reports would be the subject, 
towards the end of 1951, of a round-table discussion in small committee. This would 
complete the undertaking and identify the features which Unesco would embody in the 
final synthesis in 1952. 


3. CHOICE OF A SCIENTIFIC RESEARCH PROGRAMME 


The Association intended to do more than deal in documentation and general 
enquiries. It hoped to carry out a research programme, devised and applied on an 
international scale. 

It did not of course wish to become a ponderous and costly research body; it aimed 
at confining its activities in this field to giving impetus and assisting co-ordination. 
The Association, after consulting its member associations, would determine the broad 
lines of the research programme which it would carry out with the direct or indirect 
collaboration of those associations and especially in countries still lacking an association 
of qualified individuals. At each stage of the research the International Association 
would help by means of its contacts, by placing its documentation at the disposal of the 
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investigators, and, in some cases, by grants. It would later convene small round- 
table meetings or congresses to discuss the work accomplished. 

It was in this spirit that a Research Committee composed of Dr. Walter H. C. Laves 
(Chairman) and Professors Raymond Aron and W. A. Robson was set up and started 
work in Ziirich. Great difficulties faced the Committee; it was necessary to find a 
subject precise enough to ensure fruitful research and generally important enough to 
interest the various national associations, whose interests were naturally very 
wide. The Research Committee decided to suggest to the Executive Committee that 
the investigations should bear on the diffusion of ideologies throughout the world and 
on the circumstances facilitating or impeding that diffusion. This was a very large 
subject, calculated to interest all national associations. The Executive Committee 
had agreed in principle and was working out, as part of the general theme, certain 
concrete points on which research might start. It had decided to engage in large-scale 
consultations regarding the final title of the subject and the actual points to be dealt 
with. Much of its next session at Lausanne, in May 1951, would be devoted to this 
matter. 

The subject chosen would be the central theme of the Second World Congress of 
Political Science, which the Association would convene in 1952 with as large an attend- 
ance as possible. ‘The first Congress held at Ziirich in September 1950—its proceed- 
ings would be published in full in a forthcoming number of the Bulletin—had had to 
be very hastily prepared, by an Association that had only recently been set up. The 
Association had already begun preparatory work for the Second World Congress 
whose actual place and date would be fixed by the Executive Committee at its next 
session in May. 

The officers of the Association realized that the latter was but at the beginning of 
its task; much had been done, but not yet all that had been hoped. The year 1951 
must see the consolidation of the results achieved, and a moral and intellectual expan- 
sion of the Association, which now, more than ever before, counted on the support and 
co-operation of political scientists throughout the world. 


THE WORK 
OF THE INTERNATIONAL COMMITTEE 
OF COMPARATIVE LAW 


A further meeting of the Provisional Bureau of the International Committee of Compar- 
ative Law, held in Paris on 28 and 29 December 1950, marked a step forward in the 
work of this association. 

Since the previous meeting in London in July 1950, three important National 
Committees, the American, British and Brazilian Committees, have been set up and 
affiliated to the International Committee. The Bureau was also able to announce the 
affiliation of a Spanish Committee. From information supplied, it is probable that 
Egyptian and Austrian Committees will join the association in the very near 
future. Lastly, further National Committees are expected to be set up towards the 
close of 1951 in different parts of the world, more particularly in Latin America, 
Scandinavia and the Middle East. 

The Paris meeting also provided an opportunity for determining the International 
Committee’s main activities for the year ahead. In this connexion, the Provisional 
Bureau was concerned chiefly with the following two questions: legal documentation; 
the teaching of law, the methods and the time devoted to it in different countries. 

With regard to documentation, the Bureau unanimously approved Mr. Ancel’s 
suggestion that a catalogue of sources of legal documentation should be published in 
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English and French. This catalogue, designed to show the position in individual 

countries, would give in each case: 

(1) The main sources of documentation relating to: (a) codes, where they exist; (6) legis- 
lation and administrative regulations; (c) judicial decisions. 

(2) A list of legal centres, libraries and international legal organizations with their 
headquarters in the country in question. 

3) A list of all periodicals and reviews, giving in each case particulars regarding: 
the date when founded, the membership of its editorial committee, the intervals 
at which the publication is issued, the general nature of its contents, its price and 
format. 

(4) A list of general and specialized bibliographies. 

The catalogue would also indicate, on a systematic basis, each country’s method 
of quoting references and the abbreviations it uses. 

There is every reason to expect that the manuscript of this catalogue, the prepara- 
tion of which has been entrusted to Messrs. Ancel, Barnes, Lipstein and Sola 
Canizares, will be ready before the end of 1951. 

The Bureau also considered more comprehensive projects. In particular, 
Mr. Barnes submitted a broad programme of documentation for the next four or five 
years; this is to be discussed by the Bureau of the International Committee at its next 
meeting. The Bureau will also consider the possibility of publishing Law Yearbooks, 
which would supply regular information on legal developments in each country, 
giving details of legislation, jurisprudence and legal literature. If a sufficient number 
of countries arranged for the preparation of such yearbooks, the International Com- 
mittee would make every effort to have them translated into English and French or 
from one of these languages into Spanish, so as to ensure their widest possible 
dissemination. 

The Bureau also gave its attention to the proposed enquiry into the teaching of 
the five branches of social science, international relations, political science, sociology, 
political economy and law, to be conducted simultaneously, by the relevant interna- 
tional associations. The Bureau decided that two special reports, one dealing with 
comparative law and the other with the philosophy of law, would be prepared on 
each of the countries to be surveyed,? in addition to an introductory general report on 
the teaching of public and private law. 

The Bureau fully approved Unesco’s suggestion regarding the procedure for the 
enquiry; preparation of national reports, establishment of contacts between the Rap- 
porteurs in each country, drafting of a general over-all report by each association. 

Before closing the meeting, members of the Bureau decided to hold their next 
meeting in Paris in the second fortnight of July or early in October 1951, when the 
Council and the Bureau of the International Committee of Comparative Law would 
be established in permanent form. It was also decided to meet at Cambridge, in 1952, 
concurrently with the symposium on Comparative Law. 





1 It will be recalled that each of the five international associations concerned will survey the 
same eight countries: Egypt, France, India, Mexico, Poland, Sweden, the United Kingdom 
and the United States of America. 
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THE MEETING OF THE SECRETARIES 
OF INTERNATIONAL 
SOCIAL SCIENCE ASSOCIATIONS 


Unesco House, 15 November 1950 


Present: 


Chairman: Mr. J. Meynaup, Secretary-General of the International Politica 
Science Association. 
Members: Mrs. H. Bercer-Lieser, Secretary-General of the International Econo- 
mic Association. 
Mr. A. BERTRAND, Secretary-General of the International Committee of 
Comparative Law. 
Mr. E. Ruinve, Secretary-General of the International Sociological 
Association. 
Mr. J. VERNANT, Secretary-General of the International Studies Confer- 
ence. 
Secretariat: Mrs. A. Myrpat, Director of the Department of Social Sciences. 
Mr. K. SzczerBa, Department of Social Sciences. 
Mr. J. Gopcuot, Department of Social Sciences. 
Mr. S. FriepMAN, Department of Social Sciences. 
Mr. BELEHRADEK, Department of Education. 
Mr. W. HeErcik, External Relations Service. 
Mr. G. Hoornwec, Bureau of the Comptroller. 
Mr. B. A. Liv, Statistical Service. 
Observers: Mr. J. GoormacuticH, Carnegie Foundation for International Peace. 
Mr. J. Meyriat, “Fondation nationale des Sciences politiques’’. 


I. SURVEY OF INSTRUCTION IN THE SOCIAL SCIENCES 
1. Justification for the Survey 


The delegates present recognized the eminent suitability of instruction in the social 
sciences as a form of training for citizenship. Those sciences had by no means reached 
the same stage of advancement in every country, however; teaching syllabuses were 
very varied and the methods used were not always informed by a truly modern scien- 
tific outlook. In the circumstances, a well-conducted survey might not only produce 
useful general information but might also bring about the revision of certain syllabuses; 
it would furthermore draw attention to the social sciences as a separate and independent 
branch of study. 


2. Object of the Survey 


It was decided that the survey should be carried out at the level of “higher education”, 
as that term was sufficiently comprehensive to take in the teaching provided by peoples’ 
universities and certain important evening courses, and the instruction sometimes 
supplied by trade unions. 

The proposed aims of the survey were: 

(a) To assess the importance of instruction in the social sciences in certain specified 
countries in comparison with that of other branches of scientific study, and to 
discover differences between the types of teaching organized. 

(b) To assess the relative importance of each particular branch of the social sciences as 
part of that instruction. 
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(c) To discover the predominating trends in methodology in the countries chosen for 
the survey. 

(d) To draw up a list of the main centres of research, and of the work they were doing, 
since the absence of adequate information on those matters gave rise to many 
difficulties for students and members of the teaching profession. 

(e) To study the respective forms of training for research workers and the distribution 
of the latter among the various branches of study covered by the social sciences. 

The information collected and analysed in 1951 might be submitted to a committee 

of experts which, after comparing the views elicited on the different branches of study, 

would in 1952 prepare a second volume on instruction in the social sciences, combining 
the results in a synthesis. 


3. Countries to be Studied 


In view of the desirability of securing a fair representation of the major cultural regions 
of the world, it was decided to carry out the survey in the eight following countries: 
Egypt, France, India, Mexico, Poland, Sweden, United Kingdom, United States of 
America. 


4. Definition of the Studies to be Covered by the Survey 


The representatives of the international associations gave lengthy consideration to 
two related problems. The problem of defining the branches of study to be covered 
arose in respect of the countries where social science teaching was separately organized, 
and of those where teaching was included in general syllabuses taking in a great variety 
of subjects. The same problem arose when the field of action of each of the interna- 
tional associations came to be considered. 

It was decided that, in principle, every international association should be respon- 
sible for the branch of study it represented. The survey with regard to the teaching 
of economics, for instance, would be carried out by the International Economic Asso- 
ciation; the survey on sociology, by the International Sociological Association, and so 
on, for political science, comparative law, and international relations. Whenever 
specific divisions of those general branches of study might be considered from the stand- 
point of two or more associations, agreements between those associations were to be 
made. For instance, international relations would be studied jointly by the Inter- 
national Political Science Association and the International Studies Conference. Simi- 
larly, matters concerning public opinion would be dealt with simultaneously by the 
international sociological and political science associations. Instruction in popula- 
tion studies would likewise be considered jointly by the sociologists and the economists. 
Occasional overlapping was inevitable, but it should be remembered that it might 
also be of some value. The Associations therefore noted the need for constant 
contacts and discussion on the matters to be studied jointly. 

It was decided that the survey on cultural anthropology should be carried out by 
the International Sociological Association. 


5. Organization and Methods to be used in the Survey 


The representatives of the international associations agreed on the practical procedure 
for the survey. Each association was to nominate a rapporteur in each of the coun- 
tries under consideration; a rapporteur-in-chief would also be appointed to co-ordinate 
the work of the national rapporteurs. Provision was made for consultations between 
the national rapporteurs and rapporteurs-in-chief. 


II, PREPARATION OF A HANDBOOK ON THE ORGANIZATION AND CONDUCT OF INTER- 
NATIONAL CONFERENCES 


The representatives of international associations considered the advisability of pub- 
lishing an elementary handbook setting out all the rules commonly observed with regard 
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to the convening and holding of conferences, in a form which would be clear and easily 
accessible to the non-specialized reader. As time was short, it was impossible to do 
more than consider the principle of the-matter, and discussion was deferred until the 
next meeting of the Secretaries-General. 


III. CO-ORDINATING COMMITTEE FOR THE SOCIAL SCIENCES 


It was also decided to postpone the question of establishing a co-ordinating committee 
of the various international organizations working in connexion with the social sciences 
until the next meeting of the Secretaries-General. A recommendation had been 
adopted by the congresses of the International Sociological Association and the Inter- 
national Political Science Association in Ziirich, urging that such a committee should 


be established. 


THE CO-ORDINATING COMMITTEE 
FOR SOCIAL SCIENCE DOCUMENTATION 


Meeting of 13 and 14. November 1950 


On 7, 8 and g December 1949, Unesco assembled in Paris for the second time a number 


of social science documentation experts. 

These experts expressed the wish that an International Co-ordinating Committee 
should be formed and a meeting held as soon as possible. This Committee was called 
together by the Secretariat of Unesco and held its first session on 13 and 14 November 
1950. A working paper had been prepared to serve as a basis for the Committee’s 
meeting. 

The Committee consisted of the following persons: 

Permanent Members: Mrs. H. Bercer-Liser, International Economic Association; 
Prof. J. Meynaup, International Political Science Association; 
Mr. J. MeyriaT (rapporteur), International Studies Confer- 
ence; Prof. Ch. Rousseau, International Committee of Compar- 
ative Law; Prof. G. Smerts, International Sociological Asso- 
ciation; Mr. G. WotEpcE, International Federation of Libraries 
Associations and International Federation of Documentation. 

Experts: Dr. B. BLeGoyevic; Mr. WERNER Capp (Chairman) ; Prof. David 

Grass; Miss O. Pinto; Prof. Lionel Rossins; Prof. J. M. SHARs. 

Mr. A. C. BreycHa VautuieR (United Nations); Mr. S. J. 

LENGYEL; Mr. A. PALLEz; Prof. G. L. Woop. 

Secretariat of Unesco: (Department of Social Sciences) : Mrs. A. Myrpat; Dr. K. 
SzcZERBA-LIKIERNIK; Dr. S. FRIEDMAN. 


Observers: 


ORGANIZATION AND STATUTES OF THE COMMITTEE 


The Committee had first to decide upon its structure and the main lines of its future 
activities. To this end, it adopted, with the unanimous approval of both the titular 
members and the experts, a number of temporary regulations which guided its work 
during the two days of the session. These regulations made a distinction between 
titular members who were entitled to speak and vote, and the experts, who had only an 
advisory function. This system being found in practice to involve certain disadvan- 





tages, the titular members (or their representatives) met again on 16 November and 
adopted a slightly amended version. The regulations governing the composition, 
procedures and functioning of the Committee are now as follows: 


(1) Composition of the Committee 


The Standing Co-ordinating Committee for Social Science Documentation is composed 
of original or titular members and co-opted members. 

The five International Social Science Associations (International Economic Asso- 
ciation, International Political Science Association, International Sociological Asso- 
ciation, International Studies Conference, International Committee of Comparative 
Law) each appoint a titular member. The International Federation for Documenta- 
tion and the International Federation of Libraries Associations jointly appoint another 
member. The members appointed by the different Associations are so chosen as to 
represent the particular needs of each branch of learning and every class of user. 

The number of titular members can be increased if the Committee so desires, in 
order to permit other International Social Science Associations to be represented. If 
a titular member is prevented from attending, the Association (or Associations) he 
represents can appoint a deputy. 

The four co-opted members are appointed on their own merits by the Secretary- 
General, after consulting the original members and the Secretariat of Unesco. They 
are chosen as far as possible so as to ensure adequate representation of the different 
branches and of the various linguistic areas. 

The term of office of all Committee members is two years, renewable. 


(2) Functioning of the Committee 


The Committee meets at least once a year and elects one of its members, at each session, 
as Chairman. All Committee members have equal voting rights. In case of a tie, 
the Chairman has the casting vote. 

The Committee elects for two years a Secretary-General, who carries out the 
Committee’s decisions between sessions. He also acts as treasurer. 


(3) Functions of the Committee 


(a) The Committee keeps in contact with International Social Science Associations and 
other organizations interested in the development of social science documentation, 
so as to be informed of their work and to inform them about the work and projects 
of other associations or organizations. The Committee makes a special point of 
encouraging and helping International Associations in developing adequate 
documentation services for each of their subjects. 

(b) The Committee collects and keeps up to date useful information concerning the 
different social science documentation services as well as plans for new services 
which have or could have an international scope. 

(c) The Committee forwards to persons or institutions in charge of these services or 
projects remarks and suggestions for co-ordinating and better organizing social 
science documentation in all matters dealing with the field covered, and the methods 
used as well as with presentation methods. 

(d) The Committee chooses from the existing services, and from projects which are 
submitted or forwarded by International Associations or the Secretariat of Unesco, 
those which appear to be the most practical and to which material aid should be 
given on a priority basis so far as available resources allow. 

(e) The Committee fixes the amount of material aid to be given in each case, and the 
terms and conditions applying to it, and prepares the necessary contracts. It 
supervises the conclusion of these contracts so as to be able to determine whether 
this material aid should be repeated or not. 

(f) In order to raise the necessary funds for its activities and to develop special projects, 
the Committee receives subventions and concludes contracts, more especially with 
Unesco. 
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(g) In conjunction with the International Standardization Organization, the Committee 
prepares and defines the norms it deems suitable for use in the social science docu- 
mentation field and submits them to the services interested. 

(h) The Committee examines and keeps up with studies made by other bodies of new 
or hitherto little used methods, which might be applied within its field or facilitate 
the use of documentation services (microfilms, book-coupons, etc.). It makes sure 
that, if occasion arises, they can be used in the most rational and co-ordinated 
manner. 

The Committee seeks the best ways of utilizing and diffusing, on an international 
scale, documentary methods and procedures which are recognized as generally 
useful. 

The Committee publishes or causes to be published guides, manuals, directories, 
indexes, etc., which seem needful for developing social science documentation. It 
is studying the possibility of preparing general bibliographical services for social 
science as a whole. 


DECISIONS CONCERNING THE GRANTING OF SUBVENTIONS 


The Committee was required to study, as from its first session, applications for subven- 
tiors for the establishment of new services, submitted by institutions already publishing 
documentation services or by International Associations. 

Owing to the necessity of building up reserves and for other technical reasons, the 
Committee can only incur, until its next meeting fixed for March 1951, expenses amount- 
ing to an approximate total of $4,000. Therefore, it could only satisfy for the time 
being a small number of requests made, at the same time reserving the right, at its next 
meeting, to grant subventions to other services or to increase original ones. 

Among the projects submitted the Committee decided to reject some not strictly 
concerning the social sciences. It sent several others to be studied by the International 
Associations interested, since these Associations are entitled to define the particular 
needs of the branch of science they represent and to give an opinion on the projects 
submitted. 

Among the projects submitted by National Institutions, it was found impossible to 
grant a subvention to any of them at present. It was decided, however, to wait before 
making a final decision until the heads of these services have given proof of their inter- 
national or regional scope. 

Among the projects submitted by International Associations, those coming from the 
International Sociological Association and the International Committee of Compara- 
tive Law were deferred for consideration at the next Committee meeting. The 
Committee thought that these projects were very interesting, but were not yet in a 
sufficiently exact form and had not been sufficiently studied, to be put into operation 
at present. 

A sum of $1,250 was placed at the disposal of the International Economic Asso- 
ciation, to be used for publishing the first volume of translations of articles published in 
little-used languages, a project submitted by this Association. 

A sum of $2,500 was allocated to the International Abstracting Service for a project 
jointly submitted by the International Political Science Association and the Inter- 
national Studies Conference. 

These different Associations will have to choose the institutions to be entrusted 
with carrying out these two projects. These institutions will subsequently receive from 
the Committee the sums which it decides to allot, when the Committee itself has signed 
with Unesco the contract permitting the sums to be disposed of. The contracts signed 
with the institutions must, under the Committee’s rules, contain clauses mentioning 
the conditions which these institutions are bound to observe. 

Without prejudice to requests made in the meantime, the following applications 
will be studied by the Committee at its next meeting: 

“Trend Reports” and “Bibliography of Sociology”, projects submitted by the Inter- 
national Sociological Association ; 
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“Register of National Legislation”, project submitted by the International Association 
of Comparative Law; 


' «Summary of Economic Knowledge” (taking account of the proposals to be made by 
"the International Economic Association) ; 
| «Australian Social Science Abstracts” ; 


“Register of Research in the Social Sciences”; 


F (In regard to these two services, consideration will be given to statements by their 
| editors as to the projects for their development and for giving them a regional or inter- 


national character.) 


| “Analytical Bulletin of Contemporary Political, Economic and Social Documentation” 


(under the same conditions as the two preceding services, it being understood that this 


' request will be upheld only so far as the principle of subsidizing the services published 


by National Institutions, on their own responsibility, is accepted) ; 
Project for an ’international’ social science bibliography; 
Project for a cumulative index of critical abstracts of books and articles appearing in 


| periodicals. 


(On the condition that these two projects, in the meantime, have been studied and 


' defined by the members and secretary of the Committee.) 


OTHER DISCUSSIONS BY THE COMMITTEE 


The Committee perused the reports submitted by representatives of the different 
International Associations on their activities in documentation matters. There were 
no observations to be made at present. 

It postponed to its next meeting and referred to the Secretary-General, the study 
of a number of questions concerning the organization and co-ordination of documen- 
tary services existing at the present time, the use made of the different sorts of services, 
their presentation, etc., also the elaboration of technical norms which should be pro- 
posed to the different services. The Secretary-General will have to submit to the 
Committee members concrete proposals with a view to the serious study of such 
questions. 


ELECTION OF THE SECRETARY-GENERAL 


On the proposal of several titular-members, Mr. Jean Meyriat was unanimously 
elected Secretary-General and Treasurer of the Co-ordinating Committee. 
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PART F353 


THE UNITED NATIONS, 
THEIR SPECIALIZED AGENCIES 
AND THE SOCIAL SCIENCES 


THE CONTRIBUTION OF THE ILO 
TO THE SOCIAL SCIENCES 


by E, PHELAN 










One characteristic of those studies which we group together as the social 
' sciences is the indefinite nature of their boundaries. It may be that with 
increased specialization it will be possible to assign to many of their branches 
a clearly marked area of investigation. It is also true that the boundaries 
of the physical sciences show the opposite tendency; they are becoming 
less rigid. Hybrid sciences like bio-chemistry or astrophysics have emerged, 
and in general more than a nodding acquaintance with neighbouring fields 
of knowledge has become an indispensable part of the scientists’ equipment. 
Nevertheless it remains true that the social sciences considered as a group 
have a vastly wider sphere of interest, though not always of direct study, 
than the older branches of scientific investigation. Since they’cover every- 
thing which may influence man in his relationship to his life in society they 
are bound to devote attention, on the one hand, to the Humanities which 
have so greatly influenced man’s culture, and on the other, to those discoveries 
of natural science which have so profoundly modified his conditions of life 
and which in consequence have presented society with a succession of new 
problems. The astronomer may remain as remote from social problems 
as the stellar bodies on which he trains his telescope. The mathematician, 
ever perfecting his mental shorthand passes from one abstract generalization 
to another in a world entirely his own. But to the social scientist their 
activities and discoveries may be of vital interest. The development of 
Egyptian astronomical knowledge profoundly affected not only Egyptian 
life but the whole development of civilization in the Mediterranean area. 
Astronomical and mathematical progress gave man the ability to navigate 
the oceans; paradoxically, it was the astronomers looking far out into space 
who discovered that the world was a planet. And so down the centuries 
a long series of scientific discoveries, and the inventions for their practical 
application, have endowed man with ever increasing powers. Simultaneously 
they have presented him with the problem of how those powers are to be 
subjected to control by the community; in other words, with new aspects 
of the problem of government. Thus the social sciences emerge not just 
as taking their place in a coherent classification of knowledge but as a necessary, 
indeed an inevitable, activity of human intelligence. Civilization has been 
defined as man’s progress towards the control of his environment. But 
man can hardly be said to control his environment if he only succeeds in 
blowing it up, or rendering his planet uninhabitable by filling its atmosphere 
with deadly radio-active dust. To avoid such a catastrophe is the task 
of government, by which is meant not governments in the narrow 
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constitutional sense, but the whole mechanism by which man, though as yet 
imperfectly, attempts to control his destiny. His problem can be simply stated, 
He knows what he wants, namely that the power at his command should be 
directed to human betterment and not to human destruction. He sees no 
reason why, since he desires this result, it cannot be achieved. He realizes 
that he is faced with a world problem which can only be solved on a world 
scale, and he has already fashioned the first world institutions through which 
the necessary control can be effected. But here he finds himself with a new 
type of political instrument for which he lacks experience in operating. All 
the innumerable forces that give life to political institutions need to be 
channelled into this new mechanism, all the currents and cross currents 
that flow through his social fabric need to be guided and co-ordinated and 
balanced so that he may control his world affairs at least as successfully as 
those of his village, county or country. He can see that the power to do 
so is in his hands; but he is sadly lacking in the knowledge of how to organize 
it and make it effective. 

Against this background it is apparent that the social sciences have a 
major role to play. Never before was it so important that power should be 
informed by knowledge. It follows that the new world institutions, and in 
particular the United Nations and the Specialized Agencies, need the help 
of the social sciences in exercising and developing their responsibilities, 
What has been said of course implies that it is far more important that the 
social sciences should contribute to the international agencies than that the 
latter should contribute to the former. Any contribution by the agencies 
to the social sciences, save in the case of Unesco, which has a special relation- 
ship to them, will be, even if it is direct, a by-product of their activity rather 
than a deliberate effort. Nevertheless such contributions as the agencies 
do or can make have their importance. They provide the social sciences 
with raw material not otherwise easily, if at all, accessible to them, and they 
may,as will be seen,even carry out actual research, the results of which mean 
positive advances in certain fields of investigation. Thus, though it may be 
only incidentally, the social sciences are reinforced at a state in the history 
of society when the greatest possible mobilization of intellectual resources is 
required in the fields which the social sciences cover. 


We may now turn to the consideration of the main topic of this article, 
namely, the contribution of the ILO in some of those fields. It is already 
clear from what has been said that not only do the social sciences have a 
bearing on the work of the international agencies but that the agencies them- 
selves are part of the subject matter of the social sciences. Moreover, in the 
exercise of their functions the agencies are constantly affecting phases of 
social development in which one or other of the social sciences is directly 
interested. Thus, although what follows relates mainly to the ILO and the 
examples given are taken from ILO activities, it will be evident that the 
general theme might be developed in terms of one or other of the ILO’s 
sister organizations. 

The purpose of the International Labour Organization, as expressed 
in the Declaration of Philadelphia, which has now been embodied in its 
constitution, is to play its part in attaining “conditions in which all human 
beings, irrespective of race, creed or sex, have the right to pursue both their 
material wellbeing and their spiritual development in conditions of freedom 
and dignity, of economic security and equal opportunity”. Proclaiming 
that “poverty anywhere constitutes a danger to prosperity everywhere” 
the constitution asserts that “the war against want requires to be carried on 
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_ with unrelenting vigour within each nation, and by continuous and concerted 
- international effort in which the representatives of workers and employers, 












enjoying equal status with governments, join with them in free discussion and 


democratic decision with a view to the promotion of the common welfare”. 


Having thus defined its general aim and its method of associating workers 
and employers on a basis of equality of status in its international proceedings, 
the constitution lists a number of specific objectives which define more closely 
the fields in which the organization is to be active, such as the achievement 
of full employment and the raising of standards of living; the provision of 
facilities for training and the transfer of labour which will permit the employ- 
ment of workers in the occupations in which they can have the satisfaction 
of giving the fullest measure of their skill and attainments; the furtherance 
of policies in regard to wages and earnings, hours and other conditions of 
labour calculated to ensure a just share of the fruits of progress to all; the 
recognition of the right of collective bargaining; the co-operation of manage- 
ment and labour in the continuous improvement of productive efficiency; 
the extension of social security measures; adequate protection for the life 
and health of workers in all occupations; provision for child welfare and 
maternity protection; the provision of adequate nutrition, housing and 
facilities for recreation and culture; and the assurance of equality of 
educational and vocational opportunity. 


All these are subjects in which one or other branch of the social sciences 
is clearly interested. But that interest is heightened when we consider the 
methods by which the programme is being pursued. The machinery of 
the ILO as provided for in its constitution consists of the General Conference 
and the Governing Body or Council, in both of which as indicated above 
workers and employers sit on a basis of ‘equality with governments, and 
the staff of the International Labour Office at the head of which is the Director- 
General who is ipso facto the Secretary-General of the Conference. The work of 
the Conference and of the Governing Body is prepared and supplemented 
by that of Regional Conferences, Industrial Committees for the principal 
great industries, Committees of Experts and such other committees and 
conferences as may be found necessary. 


But this, considerable machinery as it is, is merely the initiating mechanism. 
It will be remembered that in the quotation from the constitution given above, 
“the war against want” was to be carried on “with unrelenting vigour” 
not only by “continuous and concerted international effort” but also “within 
each nation”. The “action within each nation” is complicated and extensive 
and much more difficult to picture in all its ramifications than that which 
takes place at the centre. The adoption of an international convention 
by the conference is deceptively simple: a text comes up for discussion, 
either in the preparatory or the final stage, is amended and then adopted. 
But the amendments proposed, the reception given to them, and the votes 
cast by one or other delegate, all stem from pre-conference consideration 
and consultation in each Member State. And when it is remembered that 
the subject under discussion is in almost all cases highly controversial and 
that the decisions taken will affect employers and workers whose interests 
are watched over by powerful organizations, it can be easily understood that 
this national pre-conference consideration and consultation will be lengthy 
and often involve difficult negotiations both between and within the national 
bodies concerned. This national process takes place in greater or less degree, 
depending on the interest of a particular member in the subject under consider- 
ation, the efficiency of its national administration, and the extent to which 
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its employers and workers are effectively organized; and not only once but 
through all the successive stages of preparation and international decision, 
of consideration for ratification (if the decision takes the form of a convention) 
or other appropriate action, of legislation to give effect to the text approved, 
and of periodical reports on application of the measures adopted. In ay 
increasing measure ILO activity is thus inextricably mingled with the whole 
process of the adoption and application of social legislation in differen 
countries over the greater part of the surface of the globe. 

What we have to examine is whether, and if so how, in initiating, stimu. 
lating and influencing this process of social legislation, the ILO makes a contri. 
bution to the social sciences. The fact that it is as an agency a subject which 
concerns the social scientist, or that it sets in operation social forces or directs 
or modifies them, does not in itself constitute a contribution to the social 
sciences. It does, however, suggest that such a contribution is probable, 
and there are clearly two forms in which a contribution might be expected, 

The social sciences, like other branches of science, are based on the obser. 
vation of facts. Facts must be collected, classified and analysed before 
conclusions can be drawn and theories formulated. The social sciences, 
because of the number, complexity and nature of the phenomena they have 
to examine, face special difficulties in their work. The physicist or the 
chemist, for example, can deal with a tiny fraction of a uniform material, 
can segregate it for treatment in his laboratory and can perform any number 
of identical experiments to throw light on his problem. The social scientist 
has no such easy approach open to him. In certain branches he can and 
does do something not wholly dissimilar. In other branches he can make 
sample investigations. But over the greater part of the field covered by 
the ILO these methods are of little avail. He has to have masses of facts, 
masses so great that no private body, however well endowed, could afford 
the expense involved in their collection and classification. 

Fortunately, in the field which we are discussing, facts which the social 
scientist would like to assemble for the purposes of study are required by the 
ILO for purposes of action. The central machinery and financial resources 
of the ILO would be inadequate to undertake directly the collection of such 
great quantities of information on a world-wide scale. But as we have 
seen, the central mechanism of the ILO is only a part, and a very small part, 
of its operating machinery. In this work of collecting information the 
central mechanism is indeed important. It comprises an international 
staff with technical and linguistic qualifications, capable of classifying and 
analysing the information supplied by the Member States. The information 
itself, however, can in the main only be collected in each national field by 
the machinery of the national government, national government being 
understood in the wide sense as including organizations, for example, of 
employers and workers, where they play so great a role in the national life 
and have become so much a part of its essential structure that they are de 

Sacto, if not de jure a part of the mechanism by which the national will is made 
effective. The ILO may indeed be thought of as the centre of a federation 
in which Member States are federated for certain limited purposes. Requests 
for information on specific questions go out from the centre to the constituent 
units and all the machinery of those units is brought into operation to respond 
to the central need. The ILO, of course, collects or extracts a certain amount 


1 For a fuller description of the reaction between the central and peripheral activities of the 
ILO see “The ae aa of the ILO to Peace” by Edward Phelan, International Labour 
Review, Vol. LIX, No. 6, June 1949. 
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of information on its own account. It receives regularly the official gazettes 
of its members, the records of their legislative assemblies, the texts of Bills 


and Acts, the reports of official enquiries and committees, the journals of 


employers’ and workers’ organizations, reports from its own correspondents, 


' or its own missions of enquiry. . It also combs the press of the different countries 
and several thousand other periodicals. It is thus engaged on a vast scale 
‘in a process of research the results of which can constitute a valuable contri- 
bution to many of the social sciences, on condition of course that the results 
' obtained are made available for scientific use. 


Fortunately this is the case. An international organization is obliged 
for practical reasons to put into printed form much more of its preparatory 
work than is a national administration engaged in a similar task. A national 
parliament, for instance, when it undertakes legislation will have before 
it a Bill which may possibly be accompanied by a brief explanatory 
memorandum or “white paper” as it is called in the United Kingdom. It 
is rare, however, for these documents to comprise any very extensive survey 
of the factual situation.1 They can treat the matter under consideration 


ina more general way; they are explanatory rather than expository. This 
_ is easily understandable. A national parliament is discussing a national 


problem arising out of conditions with which its members may be assumed 
to be familiar. It is otherwise in an international conference such as the 
conference of the ILO where an international solution has to be sought and 
where delegates cannot be expected to have a detailed knowledge of conditions 
in countries other than their own. It follows that the international secretariat 
which prepares the conference must equip the delegates with as complete a 
survey of “the law and practice” on the subject in the different Member 
States as it is possible to compile. Such a survey is the necessary basis of any 
draft proposals laid before them and an essential background to their 
discussion. 

From the beginning this has been the method followed by the ILO and 
the provision for reports on “law and practice” has long figured in the Stand- 
ing Orders that regulate its procedure. The series of such reports stretches 
back to the first International Labour Conference in 1919. The factual 
surveys which they contain cover almost every subject of labour legislation, 
eg., hours of labour, apprenticeship, vocational education, industrial health, 
safety and welfare, wage regulation, collective agreements, industrial rela- 
tions, various aspects of social security, standards of social policy for non- 
metropolitan territories, conditions of labour of agricultural, maritime and 
commercial workers and so on. 

The earlier reports are of course now out of date from the point of view 
of international action. But they remain of the greatest value as basic 
material for the social scientist who is concerned with changes in social 
standards and the tendencies they disclose. 

Of particular importance in this respect is the ILO’s work on labour 
statistics. To those who are fortunate enough not to have to use statistical 
material in their work this may seem surprising. National statistical publica- 
tions are easily available, and since arabic numerals are a universal language 
they do not require translation. The apparent simplicity of statistical 
material is, however, misleading. The results of even the simplest statistical 


1 A Bill considered by the British Parliament may arise out of the Report of a Royal Commission. 
Such a Commission takes evidence and its report may cover a wide factual range. But the 
pee OF Royal Commission is comparatively rare. It is not automatically followed 

y legislation. 
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investigation, as for example the counting of heads in the census, cannot be 
used for scientific purposes without a full understanding of the methods and 
circumstances of collection and the qualifications which must in consequence 
be made. These considerations apply with greater force to classes of statistical 
material other than the census of population and they are of vital importance 
when any attempt is made to compare national statistics or combine them 


into an international picture. The international statistical tables on Un. ff 


employment and Employment, on Cost of Living and Food Prices, and on 
Wages and Hours of Work, published by the ILO in the International Labour 
Review and in the Year Book of Labour Statistics, therefore represent the 
product of what may be fairly described as a work of scientific research, 
The ILO’s work in the field of statistics in fact goes far beyond this task of 
collection and comparative presentation. International Conventions on 
Labour Statistics have initiated, developed and stimulated national action 
in this important field and the work of a series of statistical Conferences and 
of committees of statistical experts has explored the possibility of new fields 
of statistical investigation and made important contributions to the study 
of statistical techniques. 

The statistics periodically published by the ILO in the International 
Labour Review and in its Year Book of Labour Statistics differ from the 
reports on law and practice prepared in connexion with the legislative 
activities of the International Labour Conference, in that they constitute 
a regular supply of information concerning certain social phenomena limited 
only by the statistical material available, whereas Conference documentation 
is fragmentary and non-periodic—its scope and date of appearance being 
fixed by the items placed from time to time in the Conference’s agenda. 
Statistical material is not, however, the only material which the ILO makes 
available in continuous fashion. Equally important for the performance of 
its function, and likewise for the purpose of certain studies within the sphere 
of the social sciences, is the constantly changing body of labour legislation 
adopted in the different countries. The texts of labour laws and decrees 
constitute basic material for any study of social conditions and tendencies. 
The number of such texts is enormous, many thousands of times greater 
than the non-specialist is likely to imagine, and any study of them encounters 
the difficulty of the language barrier, since they naturally appear in the 
language of one or other of the 60 or more different States by which they 
are enacted or promulgated. In its Legislative Series the ILO has published, 
since 1920, translations and reprints of the most important laws and regula- 
tions adopted in the different countries. The fact that the number of pages 
of such texts published per year varies from 1,600 to over 2,000 gives some 
indication of the mass of material which the series has made available. 

Steadily over the last 30 years since the ILO began its operations, national 
labour legislation has been increasingly influenced by the international 
labour legislation adopted by the International Labour Conference in the 
form of international Conventions or Recommendations, by advisory opinions 
given by the International Court of Justice interpreting some of these deci- 
sions, by consultations given by the ILO itself on questions of interpretation, 
by decisions of the Governing Body, by resolutions adopted by ILO Regional 
Conferences, and by draft proposals drawn up by technical conferences or 
other special ILO bodies. 


This mass of material, indispensable to the social scientist who attempts 
to study the evolution of labour and social legislation, is coherently arranged 
by subject in a publication, brought up to date from time to time, entitled 
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The International Labour Code, which aims at presenting in systematic fashion 
the legislative work of the International Labour Conference and the other 


' standards of social policy framed by the International Labour Organization. 


Statistical and legislative material, except when used for the purposes of 
some very limited and intensive study, has to be considered against the much 


_ wider background of current action and expression of opinion on social 


questions. When such action or opinion is of major importance or takes a 
dramatic form, some account of it will no doubt be given in the press; but in 
other cases facts of interest to the social student are rarely “news”, or at the 
best only local news, and therefore not easily accessible even if the barrier 
of language did not exist; and much information of considerable social 
importance is to be found only in small publications with a very limited 
circulation as, for example, in the journals of employers’ and workers’ associa- 
tions. The ILO receives and with the aid of the respective technical services 
of the Office makes extracts from some thousands of such publications. The 
results are embodied in Industry and Labour, a publication issued twice a 
month, formerly known as Industrial and Labour Information, which supplies 
factual information relating to social and economic policy, industrial relations, 
employment, vocational guidance and training, migration, conditions of 
work, social security, co-operation, living conditions, and the proceedings 
of employers’ and workers’ organizations. 

What has been said above is by no means an exhaustive description of 
the ILO’s publications. No mention has been made of the studies and 
reports on specific subjects published from time to time and which fall outside 
of the series of reports prepared directly for Conference use; of the annual 
Report of the Director-General; of reports of ILO missions; of the Biblio- 
graphy of Industrial Hygiene; of the Industrial Safety Survey; of the Official 
Bulletin; of special articles in the International Labour Review; and of the 
Minutes of the Governing Body and the Proceedings of the International 
Labour Conference. But enough perhaps has been said to show that ILO 
publications may be regarded as important source material for many branches 
of the social sciences and that in some respects the ILO may be considered 
as itself undertaking research within their sphere. 

Before passing to examine other less obvious ways in which the ILO 
may be held to render assistance to the social sciences, attention should 
perhaps be drawn to the ILO library, which is perhaps the largest and most 
comprehensive library on labour subjects in the world. A subsection of the 
library contains the current numbers of the periodicals to which reference is 
made above in connexion with “Industry and Labour”, and both this 
collection and the main library are open to qualified students, who more- 
over have the advantage of being able to consult the international experts of 
the Office staff on the subjects in which they are interested. 

Mention of the library inevitably suggests one of the major difficulties in 
the way of the progress of the social sciences to which attention was drawn 
in a recent number of the International Social Science Bulletin. The 
absence of a recognized and consistent terminology is a handicap the impor- 
tance of which can scarcely be exaggerated, a handicap so great that unless 
it can be progressively removed there is little hope that these branches of 
study can ever establish their claim to be sciences at all. For this reason any 
developments towards uniformity, in however restricted a field, may be 


1 See the article on “Terminology in the Social Sciences” by Barbara Wootten, International 
Social Science Bulletin, Vol. 11, No. 1, pp. 4.7-55- 
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considered important. This difficulty of terminology confronts the inter. 
national legislator who attempts to lay down international standards, since 
he must necessarily define such standards in terms which are universally 
understood, and thus the whole process of the formulation of the Inter. 
national Labour Code has been in part an effort to arrive at an agreed termi- 
nology as regards the subjects with which it deals. The terms on which agree. 
ment is reached at the international level tend to pass rapidly into national 
usage. The international standards have to be applied by national legislation 
and regulations, and their effective enforcement is checked by the examina- 
tion of the annual reports which countries which give effect to ILO standards 
are under obligation to supply. This continuous scrutiny of national measures 
in order to secure their conformity with international decisions tends to 
reveal the existence of any ambiguities and to define with ever-increasing 
precision the terminology of protective and welfare legislation. Admittedly, 
the field in which this development has taken place is relatively speaking 
small and not the field in which the terminological problem is most acute, 
Nevertheless it does constitute an important advance. The scientific value, 
for example, of internationally comparable statistics concerning wages, 
cost of living, employment, etc., has been immensely enhanced. 

The effect of the International Labour Code is, of course, by no means 
restricted to the domain of terminology. The Code has produced widespread 
social changes and as social legislation tends to conform more and more to 
an international pattern its substance takes on a new coherence. This result, 
though it may be directly traced to the ILO, can, however, hardly be counted 
as a contribution to the social sciences, any more than any other social evolu- 
tion the relatively uniform nature of which may be easier to survey than the 
greater diversity which preceded it. But the terminological by-product of 
such evolution is clearly a direct contribution to various analyses and syntheses 
which social scientists may undertake. 

An endeavour has been made in what precedes to draw attention to some 
of the ways in which the activities of the ILO may be considered as giving 
assistance to the development of certain of the social sciences. The examples 
given have been restricted to those cases in which such assistance is so direct 
that it would seem that it merits the term contribution in the strict sense 
of the word. But if within the term contribution we include not only contri- 
butions in this narrow sense but also the provision of an unprecedented 
opportunity both for study and service, the assistance which the international 
agencies can give to certain of the social services becomes of great significance. 
A contribution in this wider sense is perhaps more potential than real; it 
depends on the response of the social sciences themselves and on the degree 
in which they take advantage of the opportunity offered. If, as has happened 
in the case of the physical sciences, the results of their investigations place 
at man’s disposal knowledge which is, or can be, utilized for his social needs, 
greater resources will be made available to the social sciences and the possibi- 
lities of scientific advance in their fields multiplied. 

As was pointed out at the beginning of this article greater and more 
exact knowledge of the complex problem of “government” is the most urgent 
need of society at the present time. Never has man realized so keenly that 
catastrophe on a scale which past ages have never known may overtake 
him tomorrow, and never has he sensed so clearly that the possibility of 
securing his future lies in the successful functioning of institutions without 
which the human race cannot hope to survive and develop in some frame- 
work of peaceful order. 
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The physical scientists are not responsible for having placed in man’s 
hands a power with unlimited possibilities of evil. Without the intervention 
of governments capable of undertaking immense expenditures and of mobiliz- 
ing engineering and other skills and materials, the atom bomb could not have 
been produced. It is neither the responsibility, nor is it within the power, 
of the political scientists to create and operate the machinery of political 
control. But it is evident that the situation is one in which they have oppor- 
tunities of making an important contribution to the prospects of human 
happiness. In the nature of things the political scientist cannot apply the 
method of experiment. But today the United Nations and the Specialized 
Agencies are in a sense vast experiments, being performed, if not in his labora- 
tory, at least on his doorstep. They offer him a unique field of observation 
for the study of the problem which dominates all others within the range of 
the social sciences. He is offered the opportunity of making a study by direct 
observation of the first beginnings of what must eventually become an effective 
machinery of world government, provided of course that a world survives in 
which the terms government and science continue to have any meaning. 
He has only to think of his fellow scientists, archaeologists and anthropologists, 
for example, to realize the extent of his good fortune; where they must re- 
construct from fragments he can observe a new world being born. And 
reflection is hardly needed to persuade him how important it is that he should 
take the fullest advantage of the possibilities which are open to him. Even 
if we assume that the United Nations grows steadily in strength and impor- 
tance, it will be long before the danger of catastrophe can be regarded as 
permanently removed. Political mechanisms are easy to invent, less easy 
but still relatively easy to bring into being, but slow to acquire the attributes 
of vigorous life and to spread roots so deeply and widely in human loyalties 
that they cannot be wrecked or uprooted by some sudden tempest. As some 
form of world government slowly emerges; as its functions are extended; as 
new devices are invented to co-ordinate its powers with those of its constituent 
elements; as it seeks to achieve an effective design, possibly in very different 
and much more complicated ways than we can now foresee; at each of the 
critical stages of this progress the degree of knowledge of the problems presented 
and the factors entering into their solution may well determine the success 
of its development. 


In this connexion some of the recent initiatives of Unesco are of special 
interest and importance. As society becomes more closely knit the ivory 
towers of science in which its devotees search for truth for its own sake have 
become less isolated, but not to an equal extent. Some groups of scientific 
investigators, remote from political and economic influences, chart their own 
route. Others, while maintaining their scientific independence, are never- 
theless enabled by external circumstances to develop certain fields of investiga- 
tion. Government action in connexion with atomic science is the most 
recent and best known example. But the economic development of electrical 
and chemical discoveries, the increasing reliance of the metal industries on 
metallurgists and crystallographers, the development of public health services 
and their special medical needs, the development of insurance and its need 
for actuarial investigation, the increasing employment of economists by 
banking and financial institutions, are but a few examples of cases where new 
markets have been opened for scientific qualifications and new resources 
made available for the scientific schools in which those qualifications can be 
obtained. 


No similar markets and no similar provision of financial resources have yet 
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evolved to encourage or subsidize studies in the field of political science, 
Its potential contribution to the general welfare has not as yet been channelled 
and utilized in similar fashion. This is in part at all events the explanation 
of the dangerous gap which now exists between the development of the 
physical powers at man’s disposal and the development of effective institutions 
for their control. 

Unesco has shown that it is aware of the necessity of correcting this situa- 
tion. Its programme includes the investigation of “tensions” and of the 
procedures and methods of the new international machinery. These are 
initiatives which should be welcomed, and to which greater resources should 
be devoted. None can deny the importance of the other features of Unesco’s 
programme, but they are of a long-term character, and their success is condi- 
tioned by there being a term long enough to pursue them. The short-term 
problem of perfecting and developing the operation of international agencies 
has in the circumstances of today an overwhelming priority. The action of 
Unesco, to which reference has just been made, can help to stimulate the 
intellectual resources of the schools of political and allied sciences and mobilize 
their effort in this essential field. It can perhaps result in an external stimulus 
to these sciences such as the physical sciences have received from other sources, 

If such should happily be the case, those sciences and the international 
agencies which come under their investigation and study may together make 
a joint contribution to the most urgent of all society’s needs. With its more 
than 30 years of continuous operation the ILO would seem to offer a field 
for such investigation of special value. A detailed and scientific examination 
of the procedures and methods which have been tested and maintained, 
or modified and perfected, over so long a period might well lead to the dis- 
covery of certain underlying principles, never precisely formulated, nor even 
perhaps suspected by those who applied them in facing and solving empirically 
the never ending succession of their immediate problems. In the final analysis 
the test of an international institution is its ability to survive when its founda- 
tions are rent by the earthquake of a world conflict. The fact that the ILO 
alone among the earlier international agencies survived the second world 
war, and indeed emerged with more vigorous life after that ordeal suggests 
that, either in its structure or in the ties it had created, it had built a foundation 
more solid than those which foundered elsewhere. To draw attention to 
these unique features of the ILO’s history is not of course to argue that it 
possesses any monopoly of wisdom nor that its methods and procedures should 
automatically be followed by other agencies. It may well be that they, start- 
ing untrammelled by a long pre-war history, feeling their way in a world very 
different from that of 1919-1940, are working towards methods and procedures 
of equal validity. But neither they nor the ILO, involved in the overwhelm- 
ing pressure of day to day action, can be expected to undertake that scientific 
study and analysis of their present experience and past achievements without 
the help of which they may follow blindly the uncertain paths of tradition 
or expediency. Thus they present an opportunity to the social scientists, 
unexampled in scope and unparallelled in importance, an opportunity of 
extending knowledge and placing it at the service of those who are striving 
to build a peaceful world community. Unesco’s most important task today 
is to be the liaison between those who act and those who study, to mobilize 
the intellectual resources of social science and to bring the forces of knowledge 
so organized to the aid of the effort for enduring peace. 
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UNESCO STUDIES ON SOCIAL TENSIONS 
IN INDIA 


The many sub-divisions of Unesco’s tension project arise from the belief inscribed in 

Unesco’s Constitution that “War begins in the minds of men”. This principle has 

guided the efforts of Unesco to discover the roots of the various “tensions leading to 

war”. By now the tension project is growing into an international research enterprise 
shared by many countries, notably by Australia, France, India, Norway, Sweden and 
the United Kingdom. 

The work done in India presents several features of special interest: 

(1) India was the first country to invite a foreign technical consultant to go and help 
her with her own domestic social tensions. 

(2) India offered a remarkable opportunity to test the value of the social sciences, 
as known in the western world, in relation to her own distinctive cultural 
problems. 

(3) The desire of the Government of India that the Indian universities and all the 
social science departments within the universities should co-operate in the study 
of tensions, thus promoting an unusual development of co-operative social 
science thinking within the framework of a national enterprise. 

The steps taken in the development of the tensions project in India have been the 
following: 

When Unesco determined to compare the community life, and specifically the social 
tensions, of an industrialized village with that of a non-industrialized village, in each 
of four nations, India was one of the countries which took part in this scheme; the 
others were Australia, France and Sweden. 

The Indian study was entrusted to Dr. B. S. Guha, Director of the Department of 
Anthropology, Government of India. He has undertaken to compare, by methods of 
anthropology and of psychology, a large village near Calcutta which has been pro- 
foundly affected by the jute industry, with another comparable village which has not 
yet undergone the effects of industralization. He will notably study the role of indus- 
trialization in disturbing the traditional family life, and in increasing hostility towards 
social groups. 

Meanwhile, the Indian Ministry of Education had sent to all Indian universities a 
request for the establishment of a local university committee on social tensions, to study 
the causes of such tensions and to make recommendations. The Ministry stressed 
communal tensions, id est, strife between Hindus, Moslems and Sikhs; it also stressed 
hostility among castes, and among groups speaking different languages. ‘To speed up 
this enquiry the Ministry applied to Unesco and asked for the assistance of a technical 
consultant. Dr. G. Murphy was appointed to this task late in 1949. From g to 12 
August 1950 he attended a conference held at the Ministry of Education in Delhi. 
The conference mapped out a number of problems relating to communal, caste, econo- 
mic, and other types of conflict, and established six research teams with which 
Dr. Murphy co-operated up to the end of 1950. The research teams selected the 
following problems for study : 

(1) The attitude prevailing in three groups in the Bombay area : (a) Hindu residents, 
(6) Hindu refugees, (c) Moslems, and the attitude of each of these three groups 
towards the Government’s handling of the Moslem and refugee problems. Pro- 
fessor C. N. Vakil, Director of the School of Economics and Sociology, Bombay 
University, launched this study. Dr. A. R. Desai is deputy full-time administrator 
of the project under Professor Vakil’s general direction. 

(2) A study similar to the above, carried out in Lucknow. This project was launched 
by Professor Kaly Prasad, Head of the Department of Physiology and Psychology, 
Lucknow University. To the interview method used in the previous scheme, he 
added a series of pictures prepared by an artist, to represent communal conflict 
situations (method of the thematic apperception tests). 
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(3) The attitude of the Hindu native of Bihar towards (a) refugees from East Bengal, 
(b) Adibasi aborigines. 

This study is being carried out by Professor H. P. Maiti, Director of Patna Uni. 
versity’s Institute of Psychology Research and Services. 

(4) A systematic study of personal outlooks of Moslems and Hindus in connexion with 
the communal difficulties they have personally experienced in the last year or two, 
This study has been carried out by Professor Pars Ram of East Punjab University, 
who went to Aligarh where he worked on the project with the assistance of Dr. Zakir 
Husein, Vice-Chancellor of the Moslem University. 

(5) An investigation of the sources of distress and hostility among textile workers, 
This has been started by Dr. Kamla Chowdhry, Head of the Psychological Division 
of the Ahmedabad Textile Industry Research Association, first of all by a study of 
workers’ attitudes towards their immediate supervisors; this will be followed by a 
study of the workers’ general economic and political viewpoints. 

(6) The attitudes of the people of West Bengal towards the East Bengali refugees and 
vice versa, as well as the attitudes of both groups towards the steps taken by the 
West Bengal Government for the rehabilitation of refugees. Dr. B. S. Guha has 
been conducting this study. 

All the research teams are now at work and it is hoped that results will begin to be 

available sometime during 1951. 
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PART. IV 


REVIEW OF PERIODICALS AND BOOKS 


DOCUMENTS AND PUBLICATIONS 
OF THE UNITED NATIONS 
AND THE SPECIALIZED AGENCIES 


I. UNITED NATIONS ORGANIZATION 


GENERAL 


Annual Report of the Secretary-General on the work of the Organization, 1 July 1949 to 30 Fune 

1950. Lake Success, New York, 1950, XIV and 143 pp. (1.50 dollars). 

In his introduction, Mr. Trygve Lie reaffirms his confidence in the United Nations 
approach to the problem of peace. In spite of the events in Korea and of the harmful 
effects of the cold war, his faith is by no means diminished, and the long list of the 
concrete achievements of the Organization is a striking proof of its usefulness. The 
Secretary-General mentions the fundamental question of the representation of China 
and dwells at length on the present difficulties and the efforts made to overcome them. 
He emphasizes the need for resuming negotiations within the framework of the United 
Nations, safeguarding its universal character. The United Nations must grapple 
with another aspect of world tension: the abnormally low standards of living. 

In conclusion he says “‘it is not possible to be confident about the future of the 
United Nations and the prospects of world peace. But it is equally impossible to be 
hopeless... If the United Nations is able to emerge intact and successful from the 
present crisis, its strength and influence will be immeasurably enhanced, and the 
world will be much closer to lasting peace than at any time since 1945”. 

The report proper gives a complete picture of the work of the United Nations. It is 
divided into six chapters of varying importance : I. Political and security questions; 
II. Economic and social questions; III. Questions concerning trusteeship and non- 
self-governing territories; IV. Legal questions; V. Development of public understand- 
ing as regards the United Nations; VI. Organization, administration and finance. A 
very clear and comprehensive presentation, and frequent references to the resolutions 
and documents of the organs of the United Nations make the report an extremely 
valuable document. 


Report of the Security Council to the General Assembly; covering the period from 16 July 1949 to 

15 July 1950. Lake Success, New York, 69 pp. (70 cents). 

This publication is intended as a brief summary, not a detailed analysis, of the work of 
the Security Council during the period in question. It deals with the following ques- 
tions: the maintenance of international peace and security; the Indonesian question; 
the India-Pakistan question; the Palestine question; the aggression upon the Republic 
of Korea. The reports of the mediation commissions, as well as the decisions and 
resolutions of the Council, are analysed in greater detail, particularly the resolution of 
14 March 1950 noting the cessation of hostilities in Kashmir, the resolution of 11 August 
1949 concerning the Palestinian conflict, and the two resolutions of 25 and 27 June 1950, 
the first of which ‘‘calls upon all Members to render every assistance to the United 
Nations...” 

The report then deals with the work of the Atomic Energy Commission and of the 
Commission for Conventional Armaments, and draws attention to the impasse in which 
the atomic energy question finds itself. With regard to the admission of new members 
to the United Nations, the efforts of certain countries, particularly those of the Argen- 
tine Republic, seem to be unsuccessful. The fairly brief report on the important ques- 
tion of voting in the Security Council shows that this matter is still being examined. 
The question of the representation of China in the Council is dealt with at length. 

Lastly, the report points out that the Military Staff Committee has not reached any 
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new solution and it also emphasizes that, owing to its opposition to the representation 
of the Chinese delegation on the Committee, the U.S.S.R. did not attend the Com- 
mittee’s last meetings. 


Report of the Interim Committee of the General Assembly (Third session: 16 January to 
18 September 1950). Lake Success, New York, 1950, 38 pages (40 cents). 
The present report relates to the organization of the third session of the Interim Com. 
mittee and it deals with its work: consideration of the report of the United Nations 
Commission for Eritrea; the problem of the boundaries of the former Italian colonies; 
and a study of the promotion of international co-operation in the political field. The 
annexes contain the report of the Sub-Committee on International Co-operation in the 
Political Field, and the text of proposals by Colombia and the United States. 


Migration Bulletin (No. 21), prepared and issued by the Migration Section, Division 
of Social Activities, Department of Social Affairs. (ST/SOA/SER. G/21, 15 Novem- 
ber 1950), 98 pp. 

The Migration Bulletin is issued for the internal use of the Secretariat and fis submitted 

both to the Social Commission and to organizations co-operating with UN in migra- 

ticn matters. It contains information collected from such sources as are available to 
the Division of Social Activities. The information contained therein is as follows: 


A. International Developments 

(1) United Nations: (a) Ecosoc (Assistance to indigent aliens, Report of the Population 
Commission, Co-operation in the field of migration, Ad Hoc Committee on refugees 
and stateless persons, UN High Commissioner’s Office for refugees, Integration 
of Inter-Governmental Organization), (b) Trusteeship Council, (c) Economic 
Commission for Europe, (d) Economic Commission for Latin America, (e) Commis- 
sion on status of women, (f) International Law Commission, (g) Population Com- 
mission, (h) Social Commission, (i) UN High Commissioner for Refugees, 
(j) Assistance to Palestine refugees. 

(2) Specialized Agencies: (a) ILO, (b) FAO, (c) WHO, (d) International Bank 
(e) Unesco, (f) IRO, (g) Unicef. 

(3) Inter-Governmental Organizations: (a) Council of Europe, (b) International 
Co-ordination Committee for European migration movements, (c) International 
Institute for the Unification of Private Law, (d) OEEC. 

(4) Non-Governmental Organizations 

B. Migration trends and movements 

Part containing extracts from documents of UN and the Specialized Agencies, the 
Press, reports from national authorities, etc., relating to 97 countries, listed in 
alphabetical order. 


United Nations telecommunications system, Report of the Secretary-General; General 

Assembly, Fifth Session (A/1454, 25 October 1950), 7 pp. 

In order to give effect to the General Assembly’s recommendations (First Session) 
relating to the establishment of one or more United Nations radio broadcasting stations 
with the necessary wave-lengths both for communication with the Governments of 
Member States and for the origination of its own programmes, a comprehensive plan 
was prepared in 1947 by an advisory Committee of UN radio experts (document A/335). 
On the basis of the report of the aforesaid Committee, the General Assembly (Third 
Session) adopted resolution 240 (III) on 18 November 1948, approving in principle the 
establishment of a UN telecommunications system. While reaffirming UN’s position 
as an operating agency in the field of international telecommunications, the General 
Assembly at the same time called upon Member Governments to support the require- 
ments of UN for frequencies and services envisaged in Report No. A/335 and autho- 
rized the Secretary-General to present to the General Assembly (Fifth Session) such 
recommendations as he deemed necessary for the establishment of the said system. 

In pursuance of resolution 240 (III) and in order that the UN radio services may 
be placed on a firm and continuing basis without prohibitive financial implications, the 
Secretary-General formulates his recommendations under two separate, but closely 
related, headings: 
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1tation (1) Recommendations for a United Nations telecommunications plan: The procurement of one 
Com- 200-kilowatt transmitter in the New York area, which can be operated separately 

as two 100-kilowatt transmitters or in combination as one 200-kilowatt transmitter. 

The antennae would be beamed on Europe, Africa and Latin America. The relay 

ary to installation in North Africa would consist of two 50-kilowatt transmitters with 
antennae directed to the Union of South Africa, Europe, the Middle East and 

Com. Asia. On these installations 50 per cent of the present UN broadcast schedule 





ations would be accommodated. Thus, for services without any special priority, UN 








Onies; would continue to use installations leased or loaned by Member States. 
_ The (2) Allocation of wavelengths to the United Nations : A detailed technical study is now under 
In the way to determine what portion of UN’s broadcast schedules can be continued on 





national frequencies and what portion can be continued only by making use of 
frequencies registered in its name with the International Telecommunications 
Union (of which the UN Secretariat has been a special member, without voting 


powers, since 1947). 
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igra- 
oat Social Questions 
Technical assistance for social progress (UN Social Welfare seminar for Arab States in the 
tion Middle East), Beirut, 15 August-8 September 1949, (E/CN. 5/175/Rev. 1, July 
gees 1950), 68 pp. 
tion Regional seminars on social welfare are organized as part of the programme of direct 
mic assistance furnished to requesting governments by the United Nations under General 
mis- Assembly resolution 58 (1). At the invitation of the Lebanese Government, a seminar 
om: was held in Beirut in 1949 for Arab States in the Middle East. The report on the 
ees, seminar was submitted to the Social Commission (Fifth Session). 
The following problems were studied at this seminar: Social welfare administration 
ank and planning, child health and welfare, training of social welfare personnel, special 
problems of rural and tribal populations (including the possibility of setting up co- 
nal operatives for nomadic tribes), the social aspects of all refugee problems. Six technical 
nal Committees were set up to consider the following matters : (1) social welfare administra- 
tion and planning, (2) child welfare, (3) training of social workers, (4) rural welfare, 
(5) social affairs relating to nomadic tribes, (6) refugees. 
The first Committee studied the following points: definition and aims of social 
the welfare, programmes and methods, co-operation of Arab States in the field of social 
in welfare, and co-operation between the Arab States and UN. The report of the second 
Committee gives an account of the discussions which took place on problems connected 
with statistics, legislation, budgetary allocations, the training of medical staff, school 
ral health, the care of handicapped and homeless children, health education of the public, 
the social, economic and cultural aspects of infant and child health and welfare (pre- 
yn) ventive and curative services), the aims of education, and the training of teachers for 
ns primary and elementary schools. The third Committee considered the question of 
of types of training for social workers. The fourth Committee discussed measures for: 
an improving the living conditions of rural populations by raising the economic and 
5) health standards; improving the social and cultural standards of rural populations. 
rd The last two Committees dealt with the suggestions and recommendations made during 
he the debates. 
mn There are five annexes to the report which concern the organization of the seminar. 
al 
C= United Nations European Social Welfare Seminar, Paris, 28 November to 10 December 1949. 
- Technical assistance for social progress, No. 4. Lake Success, New York, 1950, 
h 102 pp. (60 cents). 
This seminar was organized in Paris by the Secretariat of the United Nations to 
y enable the European countries to exchange information about their various social 
e programmes and to enable the less advanced countries to benefit from the experience of 
y others. Eleven European nations were regularly represented at the seminar, and many 





non-governmental organizations followed its work. 
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The first report deals with the training of social workers. The profession of “social 
worker” includes very varied types of activity; it is ill-defined and inadequately 
organized, and in many cases no satisfactory solution has been found to the basic 
problem of training social workers. The need is recognized for high class university 
instruction, though this should be limited in order to keep social workers in touch with 
the people among whom they will be working. The problems of general culture and 
specialization, of specialized or polyvalent training, and of different levels, are also 
considered. After studying various individual systems, the seminar concludes that 
national methods and traditions should retain their place but recognizes that there are 
at present certain general trends towards more advanced and specific training. 

New fields of social welfare: rural, colonial or psychiatric social welfare are develop- 
ing as a result of world progress, better living conditions, and a realization of the 
growing problems of society. The training of social workers and solutions to the prob- 
lem have been specially studied in the United Kingdom, France, Switzerland, 
Belgium and the Netherlands. 

The “social service” section concludes from the foregoing study that some speciali- 
zation is essential, but that the cormmon basic training should be as broad as possible. 

It is necessary to establish the status of the profession, in view of the growing diver- 
sity of types of social work; the technical and moral independance of social workers 
should be guaranteed. 

An international branch is essential to deal with all these matters. 

The seminar next studied the social aspects of housing, income from housing, and 
rents. In connexion with building costs, the “housing” section recorded the view 
that present mcthods are unsatisfactory, and expressed a wish that governments and 
international organizations should make a great effort to secure improvement in this 
field. The problem of rents and finance was also considered. 

Some general principles are next set out concerning the selection and distribution 
of tenants. From a consideration of the methods adopted in Switzerland, Italy and 
France to solve the problem of educating certain types of tenants, it may be stated that 
action by the public authorities is necessary for this purpose. Such action is parti- 
cularly necessary in connexion with the relations between management and tenants. 
Solutions concerning garden cities are proposed. 

Lastly, this section investigated methods of making rural life more attractive. The 
problems of domestic comfort, social amenities in the villages, and the improvement of 
the soil are discussed, and guiding principles for their solution are deduced. 

It follows from the consideration of all these problems that a consistent land policy 
should be followed, with particular reference to the acquisition of land, the right of 
land utilization, increment in value and taxation. 

The special features of juvenile delinquency have only recently been noted, and all 
countries have been seeking, independently, solutions compatible with their own 
particular habits and the needs with which they have to cope. International co-ordi- 
nation of this work seems desirable. What is meant by juvenile delinquency? The 
‘juvenile delinquency” section answers this preliminary question by specifying the age 
of 18 as the point at which the principles of common law should become applicable. 
The section then states that the problem should be considered from the point of view of 
prevention as well as cure, which entails the study of the child’s environment, and a 
pathological rather than a legal definition of the term “juvenile delinquent”’. 

These few considerations suggest important principles on which all work of humani- 
tarian inspiration should be based. On the question of prevention, the section 
adopted a specific, detailed plan of action, particularly designed to improve the eco- 
nomic, social and cultural environment in which the children live. The exact func- 
tions of the social welfare service, the school and children’s police are considered in 
this connexion. 

On the question of treatment, the section sets out certain principles regarding the 
competent authority, the methods it should use and certain rules affecting the con- 
clusions : all idea of punishment should be avoided; the death penalty and corporal 
punishment should be absolutely prohibited. The organization concerned should 
first arrange for psychiatric diagnosis, and then place the minor under observation, 
organize re-education and finally place him on probation. In all these fields, research 


138 





refer 
sectit 
stren 

7 


play: 


Advi. 

I 
By 
Secr 
the 
14 I 
reso 


‘social 
uately 

basic 
versity 
1 with 
€ and 
e also 
; that 
re are 


elop- 
yf the 
prob- 
land, 


Ciali- 
sible, 
iver- 
rkers 















should be conducted by the United Nations on the soundest possible scientific lines, 

The fourth study group dealt with problems concerning the replacement of the 
family as a centre of security, now everywhere becoming less effective, by a system of 
social security. 

It appears essential to separate the two ideas of wages and family benefits. After 
consideration, the section decided in favour of a uniform rate of benefits and recom- 
mended that they should be linked with the economic and social system of the country. 

With regard to the financing of family benefits, the section refrained from making 
a choice between the fiscal method and the contributory system, as the choice must be 
determined in different countries by psychological considerations, considerations of 
technical suitability and economic considerations. 

The importance of family relief in the event of sickness is emphasized (with special 
reference to small risks), and the means of affording such relief are discussed. The 
section then considers means of directing the social security system towards the 
strengthening of the stability of family ties. 

The report concludes with an account of the seminar’s other activities (visits, dis- 
plays, etc.), and with various suggestions for future action. 


Advisory Social Welfare Services, Report of the Secretary-General (A/1355, 11 September 

1950), 14 pp. 

By resolution 316 (IV) of 17 November 1949, the General Assembly authorized the 
Secretary-General to place on a continuing basis, rather than on a year-to-year basis, 
the advisory social welfare services originally authorized by its resolution 58 (I) of 
14 December 1946. At the same time Ecosoc was requested to review the terms of 
resolution 58 (I) in the light of the authorization given to the Secretary-General and of 
the discussions in the Third Committee of the Assembly. 

In the light of resolution 316 (IV), the Social Commission requested the Secretary- 
General to submit for consideration at its Sixth Session suggestions for modifications 
in the terms of resolution 58 (I). This the Secretary-General did in documents E/CN. 
5/194 and E/CN.5/195, taking into account the experience gained as regards requests 
by States for assistance in the matter of social welfare. 

The Social Commission having submitted its recommendations (documents E/1678 
and E/1702) to Ecosoc and the latter having adopted resolution 312 (XI), submitting 
to the General Assembly a revised text of resolution 58 (I), the Secretary-General 
submits two annexes to document A/1355, viz., Annex I setting forth in tabular form 
a comparison between the original text of resolution 58 (I) and the proposed revised 
text [resolution 312 (XI) of Ecosoc], and Annex II, presenting a brief report on the 
status of operations of the advisory social welfare services programme, covering the 
period from 1 January 1950 to 11 September 1950 (I. Experts and missions to Europe, 
the Middle East, the Far East, Latin America and Central America; II. Fellowships; 
III, Demonstration equipment and material; IV. Films; V. Seminars). 


Advisory Social Welfare Services, Report of the Third Committee, General Assembly, 

Fifth Session (A/1436, 13 October 1950), 5 pp. 

Having considered the modifications made by Ecosoc [resolution 312 (XI) of 14 July 
1950] to resolution 58 (I) of the General Assembly on advisory social welfare services 
in accordance with Assembly resolution 316 (IV), the Third Committee approved the 
text of the said resolution 58 (I) as revised by Ecosoc (document A/1355), with 
certain amendments arising out of the Committee’s discussions. 

Of the go representatives of Member States who took part in the debate, all ex- 
pressed confidence in the programme of advisory social welfare services as one of the 
most effective expressions of international co-operation, and declared themselves in 
favour of Ecosoc’s recommendations concerning the scope of those services. 

The Committee noted that since the distinctive characteristics of the advisory 
social welfare programme are that it is a continuing programme with wide terms of 
reference and that it is financially supported from the regular contributions of all 
Member States, its aim is the stimulation of social progress for its own sake and not 
only as an aspect of economic development, and on behalf of people all over the world 
and not only of those of under-developed areas. 
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The draft resolution authorizes the Secretary-General, subject to Ecosoc’s direc. 
tions, to make provision for various functions and certain services (advisory services of 
experts at the request of Governments, activities of suitably qualified social welfare 
officials, appropriate training in the various branches of social welfare, planning and 
organization of experimental projects, planning of seminars, etc.), The kind of 
service to be rendered to each country will be decided by the government concerned, 
and the Secretary-General will furnish experts and services with due regard to sugges. 
tions made by the respective governments. In the light of regular reports by the 
Secretary-General on the measures taken in compliance with the terms of the resolu- 
tion, the Social Commission will formulate recommendations from time to time, con- 
cerning the continued action required to carry on the essential advisory activities in the 
field of social welfare. 


Implementation of Full Employment Policies. Lake Success, New York, July 1950, 52 pp. 
(40 cents). 
This report, the first in a series dealing with the measures taken by governments for the 
purpose of achieving full employment, contains the replies of various governments to an 
enquiry by the Secretary-General of the United Nations. The replies quoted have 
been chosen to illustrate the types of censures received; they have been divided into 
five groups depending on the volume of unemployment, and the development of the 
country in question. The replies sent in by the countries in “Group 3”, i.e., Bel- 
gium and the United States of America, are particularly interesting, as in those coun- 
tries unemployment was at a fairly high level in 1949 and was substantially higher than 
in 1948. These replies show that effective demand is not sufficient to maintain the 
level of employment in an economy where productivity is rising. In order to counter- 
act the rise in unemployment, the Belgium Government is contemplating increased 
public works and reduction in the income tax, especially for the lower income groups. 
The questionnaire addressed to governments is annexed. 


Long-range Activities for Children, Report of the Third Committee, Fifth Session (A/1455 

of 23 October 1950), 5 pp. 
In dealing with the draft resolution (A/1411) concerning the UN International Chil- 
dren’s Emergency Fund (Unicef), which consolidated the provisions of Ecosoc’s reso- 
lution 310 (XI) (E/1678 and E/1738) with those of General Assembly resolution 
57 (I), the Third Committee of the General Assembly considered a draft resolution 
presented by Australia (A/C.3/L.54) as well as several amendments (A/C.3/L.57/ 
Rev. 2, A/C.3/L.59, A/C.3/L.60, A/C.3/L.61, A/C.3/L.62, 'A/C.3/L.63, A/C.3/L.64, 
A/C. 3/L.65, A/C.3/L.66). 

This draft resolution, as amended and approved by the Committee, recognizes the 
necessity for countinued action to relieve the sufferings of children, particularly in 
under-developed countries and countries that have been subjected to the devastation 
of war and to other calamities. The Committee reaffirms its approval of the policy 
of the Executive Board of Unicef to devote a greater share of the Fund’s resources to the 
development of programmes outside Europe. After expressing its gratitude to govern- 
ments and individuals for their generous contributions enabling the Fund to carry out 
its tasks, it appeals to them to continue this important work and recommends to Mem- 
ber States that they develop and improve their national child-welfare services. Ecosoc 
is requested, in consultation with the appropriate Specialized Agencies, to give greater 
emphasis to support of national programmes designed to aid children within the 
framework of existing United Nations activities for promoting the economic and 
social development of under-developed areas. 

Finally, it is decided that the Executive Board of Unicef shall be reconstituted as 
from 1 January 1951 to consist of representatives of the governments of Member States 
with delegates on the Social Commission and representatives of the governments of 
eight other States (not necessarily Members of UN) to be designated by Ecosoc. This 
Executive Board shall take all necessary steps to ensure close collaboration between the 
Administration of the Fund and the Specialized Agencies. At the expiration of three 
years, the General Assembly will again consider the future of the Fund, with the object 
of continuing the latter on a permanent basis. 
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Economic Questions 


World Iron Ore Resources and their Utilization, with Special Reference to the Use of Iron Ores in 
Under-developed Areas., Department of Economic Affairs, Lake Success, New York, 
1950, 74 pp. (80 cents). 

The economic backwardness of a country is not generally due to lack of mineral or 

other resources, but to the way they are employed. Having noted this fact, the Eco- 

nomic Department of the United Nations decided to undertake a series of surveys, the 
result of which is given in this publication. 

The first chapter points out, by way of introduction, that the economically under- 
developed countries are taking an increasingly important place in the world production 
of steel, and even of iron ore, though they have never yet risen above seven per cent of 
the total production. From the most recent investigations concerning the deposits of 
ore, it appears that Africa, India, the Far East and Latin America possess a large per- 
centage of the world reserves. Chapter 2 deals mainly with the present estimates of 
world iron ore resources. The first section, with maps, charts and precise statistics, 
contains a quantitative statement of the reserves in question, followed by a study of the 
quality of the ores and their metallic content. Section 2 studies these metal resources 
in relation to the population of the country concerned and the extent of its needs. 
Section 3 carries this study further, this time in relation to the quantity of coal available 
ineach country. Lastly, the final section, more directly concerned with contemporary 
affairs, deals with the utilization of iron ore resources in under-developed countries. 

Chapter 3, dealing with the location of resources and markets, contains a study of the 
general organization of the steel market throughout the world. The question of 
transport as a factor in the cost of pig-iron and steel is introduced: this is a general study 
of means of transport and their respective costs, and of the various factors which help to 
determine transport costs. On the basis of the conclusions of Chapter 3, Chapter 4 
discusses the markets for steel in under-developed countries. The first section compares 
the industrialized countries with others in a study of the relation of size to economies 
in steel production. The second section gives a detailed study of steel consumption 
throughout the world. Lastly, Chapter 5 is somewhat more technical, dealing with 
alternative technology for producing iron and steel in under-developed countries. 

The report is accompanied by an extensive bibliography and important statistics: 
detailed statement of world production in 1948, world reserves, statistical study of 
transportation, etc. It is thus a very exact and highly technical document mainly 
intended for economic organizers in the under-developed countries. 


Legal Questions 


Report of the International Law Commission covering its Second Session, 5 June to 29 July 1950- 

International Law Commission, Second Session (A/CN.4/34, 3 August 1950), 22 pp- 
The Second Annual Session of the International Law Commission was held at Geneva 
in {1950! under the Chairmanship of Mr. Georges Scelle. Mr. V1. M. Koretsky 
withdrew at the opening meeting, when the Commission rejected by 10 votesto 1 his 
protest against the presence of Mr. Shuhsi Hsu, and his own proposal that a represen- 
tative of the legal system of the Chinese People’s Republic should be elected. 

During the 43 meetings of this session, the Commission took note of the resolutions 
of the Fourth Session of the General Assembly (373 and 375) both on the report of the 
Commission covering its first session. The General Assembly having, in resolution 
374 (IV), recommended the Commission to include the topic of the rules governing 
territorial waters in its list of priority topics selected for codification, the Commission 
decided to include this topic in its list of priorities. Moreover, in accordance with 
the Ecosoc proposal voted on 17 July 1950, the Commission decided to initiate work 
as soon as possible, i.e., at its Third Session, on the drafting of a convention on the 
nationality of married women in connexion with its studies on the subject of 
nationality, including statelessness. 

Study of the following three questions was completed : 

(1) Ways and means for making the evidence of customary international law more readily available 

(cf. document A/CN.4/6, pp. 3-5; A/CN.4/W.9, results of the report by Mr. M. 
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O. Hudson, harmonized with the views expressed by the majority of the Commis. 
sion : (document A/CN.4/34, pp. 4-10). 

(2) Formulation of the principles of international law recognized in the Charter of the Nuremberg 
Tribunal and in the judgment of the Tribunal (cf. report by Mr. J. Spiropoulos : (docu. 


ment A/CN.4/22; principles I-VII : document A/CN.4/34, pp. 11-14; reservations | 


by Messrs. Alfaro, Hudson and Scelle : ibid. p. 11). 


(3) Desirability and possibility of establishing an international judicial organ for the trial of persons zB 


charged with genocide or other crimes over which jurisdiction will be conferred upon that organ by 
international conventions (cf. report by Mr. A. E. F, Sandstrém; document A/CN.4/20), 

Lastly, the Commission undertook a preliminary discussion of the reports presented by 

the special rapporteurs on the foregoing questions, so as to point out the progress of 

work on topics selected for codification: 

(1) Preparation of a draft code of offences against the peace and security of mankind (cf. report by 
Mr. J. Spiropoulos: document A/CN.4/25; replies to the Commission’s ques- 
tionnaire: document A/CN.4/19, part. II; A/CN.4/19/Add. 1 and A/CN.4/19/ 
Add. 2; provisional draft code prepared by a drafting sub-committee: document 
A/CN.4/R.6). 

(2) Law of treaties (cf. report by Mr. J. L. Brierly: document A/CN.4/23; replies to the 
Commission’s questionnaire: document A/CN.4/19, part. I, A). 

(3) Regime of the high seas (cf. report by Mr. J. P. A. Frangois : document A/CN.4/17; 
replies to the Commission’s questionnaire; document A/CN.4/19, part. I, C; 
subjects retained by the Commission: document A/CN.4/34, pp. 21-22). 

(4) Arbitral procedure (cf. report by Mr. G. Scelle: document A/CN.4/18; replies to the 
Commission’s questionnaire: document A/CN.4/19, part. I, B; Commission’s 
votes : document A/CN.4/34, pp. 18-21). 


Draft declaration on rights and duties of States, Report of the Secretary-General; Fifth 

Session (A/1338, 30 August 1950), 21 pp. 

Under its resolution 375 (IV) relating to the draft Declaration on Rights and Duties 
of States prepared by the International Law Commission, the General Assembly, inter 
alia, requested the Secretary-General to prepare and publish the suggestions and 
comments furnished by Member States on the two following questions: (a) whether 
any further action should be taken by the General Assembly on the draft Declaration; 
(b) ifso, the exact nature of the document to be aimed at and the future procedure to be 
adopted in relation to it. 

Pursuant to this resolution, the Secretary-General communicated to all Member 
States the documentation produced during the Fourth Session of the General Assem- 
bly relating to the draft Declaration, and requested them to submit their comments 
and observations. He reproduces in his report the replies of nine governments. These 
replies are on the whole favourable to the draft Declaration and the suggestions made 
aim at achieving a greater harmony between the non-legal form of draft and its legal 
contents. 


Registration and Publication of Treaties and International Agreements, Report of the Secretary- 

General; Fifth Session (A/1408, 29 September 1950), 8 pp. 

In accordance with the precedent set in previous years, the Secretary-General communi- 
cates information on the progress made in the registration and publication of treaties 
and international agreements. 

There has been a notable increase, during the period from 1 July 1949 to 30 June 
1950,.in the number of treaties and international agreements registered or filed and 
recorded with the Secretary-General (295 by 22 Governments, 120 by four Specialized 
Agencies, and 64 ex officio by the Secretariat, making a total of 479, which constitutes 
an increase of 133 treaties and agreements over the figures for the corresponding period 
of the previous year). Further, from 1 July 1950 to 31 August 1950, 85 new treaties 
and international agreements were registered or filed and recorded. From 
14 December 1946 (when the General Assembly adopted the Regulations to give 
effect to Article 102 of the Charter of UN) to 30 August 1950, 1,024 treaties and agree- 
ments were registered (106 ex officio, 771 by 28 Governments and 147 by four Special- 
ized Agencies); during the same period, 259 treaties and agreements were filed and 
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recorded (219 by 12 Governments, 32 by the Secretariat and eight by three Special- 
ized Agencies). This represents a total of 1,283 treaties and agreements registered or 
filed and recorded up to 3o August 1950. Clrtificates of registration issued to date 
total 2,229. Out of the 37 volumes of the United Nations Treaty Series which appeared 
up to 12 August 1950, 19 were published during the year 1949-50. It is hoped that, 
after the end of 1950, the interval between the registration and publication of treaties 
registered or filed and recorded will be reduced to about six months. 

In the second part of his Report, the Secretary-General deals with economies 
which may be effected in the registration and publication of treaties and international 


agreements (Cf. documents A/744, A/934, A/CN.1/R.24, A/C.6/1, A/1312 paragraph 
332, A/1316). 


Statement of Treaties and International Agreements registered or filed and recorded with 

the UN Secretariat during September 1950; UN (ST/LEG/SER.A/43), 31 pp. 
A statement of treaties and international agr ements registered or filed and recorded is 
issued monthly by the Legal Department of the Secretariat, in pursuance of Article 
13 of the Regulations to give effect to Article 102 of the Charter of UN [Resolution 
97 (1) adopted by the General Assembly]. This statement is divided into two parts: 
Part I concerns treaties and international agreements registered during the month in 
question, and Part II deals |with treaties and international agreements filed and re- 
corded with the Secretariat. In Annex A to Part I, a list is given of ratifications, 
accessions, prorogations, etc., concerning treaties and international agreements 
registered. 

The statement for September 1950 gives a list of 15 treatiesand agreements registered 
(Nos. 902-917), and 18 ratifications, accessions or prorogations concerning previous 
registrations are listed in Annex A to the document. 


Human Rights 


Constitutions, Electoral Laws and other legal instruments relating to the Franchise of Women and 
their eligibility to Public Office and Functions, Memorandum submitted by the 
Secretary-General in accordance with Ecosoc resolution 120 A (VI); (A/1342, 
7 September 1950), 35 pp. (Cf. Bulletin, Vol. 2, No. 3, p. 434). 

By its resolution 120 A (VI) of 3 March 1948, Ecosoc requested the Secretary-General 
to bring up to date the memorandum supplementing his preliminary report on the politi- 
cal rights of women and their eligibility for public office (E/CN.6/30) to present it to 
the third regular session of the General Assembly, and to circulate similar material 
annually to members of UN until all women throughout the world had the same 
political rights as men. 

In accordance with this resolution, the Secretary-General brought his above- 
mentioned memorandum up to date in 1948 (document A/61g) and in 1949 (A/1163), 
and is at present submitting to the General Assembly a third revised version, brought 
up to 1 September 1950. This revised text embodies provisions taken from constitu- 
tions, electoral laws and other legal instruments which grant, restrict, or deny to 
women the right to vote and to be elected to public office. In selecting the 
above-mentioned texts, the Secretary-General has given priority to constitutional 
provisions. 

Since 1 October 1949, Costa Rica has extended to women the right to vote in national 
elections and the right to be elected. Moreover, women have been granted the right 
to vote in elections to the National Constituent Assembly in Salvador under the same 
conditions as men, although eligibility to the Assembly has remained restricted to men. 

In giving legal statistics, whenever legal instruments have been put out of operation, 
the fact is mentioned, and the latest texts which were in force are quoted or summarized 
in notes. The following five tables are attached to the memorandum: (1) Countries 
where women may vote on an equal basis with men (56), (2) Countries where women 
may vote subject to certain conditions not imposed on men (3), (3) Countries where 
women may vote in local elections only (5), (4) Countries where women have no politi- 
cal rights (16), (5) Countries in which action has been jtaken since 1945 to extend full 
or limited political rights to women (27). 
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Draft First International Covenant on Human Rights and Measures of Implementation. Note by 
the Secretary-General; Fifth Session (A/1384, 22 September 1950), 3 pp. 

By its resolution 217E (III), the General Assembly requested Ecosoc to ask the Com- 

mission on Human Rights to continue to give priority in its work to the preparation 

of a draft Covenant on Human Rights and draft measures of implementation. The 

Commission in question having submitted the said draft Covenant to the Eleventh 

Session of Ecosoc, the latter in its resolution 303 I (XI) (document E/1681), requested 

the General Assembly to consider it at its Fifth Session, with a view to reaching policy 

decisions on the following questions : 

(a) the general adequacy of the first 18 articles of the draft; 

(b) the desirability of including special articles on the application of the Covenant to 
federal States and to non-self-governing and trust territories; 

(c) the desirability of including articles on economic, social and cultural rights; and 

(d) the adequacy of the articles relating to implementation. 

The Commission on Human Rights will have to re-examine the draft Covenant on the 

basis of the policy decisions taken by the General Assembly, and of the views expressed 

in the meantime by Member States and by Ecosoc at its Eleventh Session. 

At the same time, the Secretary-General gives a list of the relevant documentation 
and records of the various discussions (see documents E/AC.7/SR 146-155, 1573; E/1808, 
E/1826, E/1752 and E/1752/Corr.1, E/1721 and E/1721/Corr.1, E/1732, E/L.68, E/C.2/ 
254/Add 1 and E/C.2/276, E/C.2/268, E/C.2/259/Add.1). 


Draft First International Covenant on Human Rights and Measures of Implementation. Note by 
the Secretary-General, Fifth Session, Third Committee, (A/C.3/534, 28 September 
1950), 12 pp. 

In its resolution 303 I (XI) (document A/1384, para. 2), Ecosoc submitted to the Gene- 

ral Assembly the Draft First International Covenant on Human Rights (cf. Commis. 

sion on Human Rights Report of the Sixth Session, Economic and Social Council, 

Official Records, Fifth Year: Eleventh Session, Supplement No. 5, Annex I). The 

Assembly was to reach policy decisions on a number of questions which in Ecosoc’s 

resolution are arranged under the following four headings: 

(a) the general adequacy of the first 18 articles; 

(b) the desirability of including special articles on the application of the Covenant to 
federal States and to non-self-governing and trust territories; 

(c) the desirability of including articles on economic, social and cultural rights; and 

(d) the adequacy of the articles relating to implementation. 

In the light of this resolution, the Secretary-General added to his memorandum on the 

Draft First International Covenant (document E/L.68) some observations based on a 

number of governmental comments on the foregoing questions. 

Question (a) is dealt with from two angles: (1) whether any rights other than those 
at present dealt with in the first 18 articles should be made the subject of provisions to 
be included in Parts I and II of the Covenant; and (2) whether the existing 18 articles 
as drafted are adequate to protect the rights to which they relate. With regard to 
(a) (1), the Secretary-General basing himself on the list of statements contained in 
documents A/1384, E/C.2/254/Add. 1 and E/C.2/259/Add. 1, recalls that a number 
of rights not included in the draft might be so included (such as: the protection of the 
inviolability of the home, the protection of the inviolability or secrecy of correspon- 
dence, the protection of privacy, the protection against attacks on honour and reputa- 
tion, the right to property, the right to participation in the government of the State, the 
right to asylum, rights relating to marriage and the family, the right to petition). With 
regard to (a) (2), the Secretary-General adds to document E/L.68 some remarks on 
certain situations foreseen in the provisions of the draft (articles 1, 2, 4, 6, 10 and 17), 
on the interpretation of the expression “public order’ (articles 10, 13, 14, 15, and 16), 
and on possible consideration of the observance of the Covenant being ‘“‘a matter of 
international concern” (articles 3, 6, 8, 9, 11, 13, 14, 15 and 16). 

With regard to question (b), the Secretary-General refers the General Assembly to the 
contents of documents E/1721 and E/1721/Corr. 1. Similarly, as regards question (c), 
he confines himself to drawing the Assembly’s attention to document E/CN.4/365» 
Part. IT, B, 2 and to Unesco’s report (document E/1752 and E/1752/ Add. 1). 
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Finally, under heading (d), the Secretary-General deals with the questions of the 
receivability of petitions (document E/L. 68, paras. 100-123, A/PV.227); the eligi- 
bility from the standpoint of judicial experience of some of the members of the proposed 
Human Rights Committee; the Chairmanship of that Committee; annual reports by 
the Committee to the General Assembly or to Ecosoc; and lastly the possibility of the 
Committee’s obtaining advisory opinions from the International Court of Justice 
(document E/1732). 


Draft First International Covenant on Human Rights and Measures of Implementation. Subject 
analysis of the relevant documentation and records transmitted to the General 
Assembly by Ecosoc, prepared by the Secretary-General; Fifth Session, Third 
Committee (A/C.3/535, 2 October 1950), 98 pp. 

The Secretary-General has drawn up an index regarding the Draft Covenant on Human 

Rights submitted to the General Assembly by Ecosoc [resolution 303 I (XI)]. Only 

those topics have been indexed which are relevant to the questions upon which Ecosoc 

desires policy decisions from the General Assembly (e.g., right of asylum, colonial 
clause, Human Rights Committee, International Court of Human Rights, education, 
federal clause, self-defence, public order, right of petition, trade union rights, etc.). 

Furthermore, this is a subject analysis of the relevant documentation and records listed 

in document A/1384. 

Apart from the subject analysis, the index contains information concerning the pro- 
cedure for consideration of the Draft Covenant (with columns headed : “Governments”, 
“Representative” and “Date”’), the Draft Covenant as a whole, and Parts I and II of 
Draft Covenant as a whole; and finally the same columns referring to the preamble and 
to each article of the Draft. 


Freedom of Information 


Draft Convention on Freedom of Information, Note by the Secretary-General, Fifth 
Session (A/1380, 21 September 1950), 5 pp. 
The Secretary-General presents, in chronological order, data on the draft Convention 
on Freedom of Information, from the vote by the UN conference on Freedom of 
Information held in Geneva in 1948 (E/CONF.6/79) and General Assembly resolution 
277 (III) adopted in 1949, as well as resolution 313 (IV) of the Assembly in 1949, up to 
the recent votes taken in Ecosoc [resolutions 278 (X) in\1950, and 303 I (XI) in 1950]. 
The Secretary-General devotes particular attention to: the proposal of the Commis- 
sion of Human Rights (Sixth Session) relating to Article 14 of the First International 
Covenant of Human Rights (E/1681, Annex 1), and also its recommendation that the 
elaboration of a special covenant on freedom of information should be continued 
(E/1681, Chap. IV, paragraph 23, and E/1818, p. 2). Cf. also Ecosoc’s debates on 
this question: documents E/AC.7/SR.139-141,146-155 and 157, E/SR. 277-379 and 404. 


Freedom of information. Interference with radio broadcasts. Question of the freedom of infor- 
mation and of the Press in times of emergency [Ecosoc resolutions 306 B and 306 C (XI)]; 
Fifth Session [A/1937, 26 September 1950, (Note by the Secretary-General)], 3 pp. 

In pursuance of General Assembly resolution 59 (I), Article 19 of the Universal Decla- 

ration of Human Rights, Article 44 of the International Telecommunication Conven- 

tion of 1947, and the recommendations of the Sub-Commission on Freedom of Infor- 
mation and of the Press (document E/1672), Ecosoc adopted resolution 306 B (XI) in 
which it declares that duly authorized radio operating agencies in some countries are 
deliberately interfering with the reception, by the people of those countries, of certain 
radio broadcasts originating beyond their territories; it observes that this type of 
interference is a violation of the accepted principles of freedom of information; it 
condemns all measures of this nature as a denial of the right of all persons to be fully 
informed concerning news, opinions and ideas, regardless of frontiers. Consequently, 
in forwarding a summary report of its relevant debates (documents E/SR.405 and 

A/AC.7/SR. 135-139) to the General Assembly, Ecosoc recommends that all Member 

States should be invited not to take measures to limit the right of their peoples to 

freedom of information. 
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At the same time, and upon the recommendation of the Sub-Commission on Free. 
dom of Information and of the Press, Ecosoc adopted resolution 306 C (XI), in which it 
suggests that the General Assembly should recommend to all Member States, when 
they are compelled to declare a state of emergency, that measures to limit freedom of 
information and of the press should be taken only in the most exceptional circumstances 
and then only to the extent strictly required by the situation. (Cf. document E/CN, 
4/Sub.1 : draft resolution concerning restrictions which may be imposed, in excep- 
tional circumstances, on freedom of information : proposal by Mr. Azkoul in the Sub- 
Commission on Freedom of Information and of the Press, Fourth Session; E/CN, 
4/Sub.1/115: draft resolution condemning interference with radio transmissions and 
other obstacles to the free flow of information across national frontiers : proposal by 
Mr. Binder at the same Session). 


Freedom of Information. A compilation. Volume I. Comments of Governments, 

Department of Social Affairs, Lake Success, New York, 1950, 271 pp, (no price). 
The present volume contains the replies of 33 governments to the questionnaire pre- 
pared in compliance with resolution 74 (V) of the Economic and Social Council on 
15 August 1947. The replies are arranged in accordance with the items on the agenda 
of the United Nations Conference on Freedom of Information, held in Geneva from 
23 March to 21 April 1948, namely; (1) general principles and policy with regard to 
freedom of information; (2) the legal status and ownership of media of information; 
(3) establishment and control of such media; (4) corruption, suspension and suppres- 
sion of media of information; (5) the gathering of information; (6) the international 
transmission of information; (7) the free publication and reception of information; 
(8) measures for increasing and improving information; (9) measures to counteract 
false information; (10) professional standards. 


Economic AND SociAL CounciL 


Report of the Economic and Social Council, covering the period from 16 August 1949 to 16 August 

1950, Lake Success, New York, 1950, 140 pages ($1.50). 

The report emphasizes the work done by the Council, in spite of the difficult inter- 
national circumstances, and the satisfactory results of the constitutional machinery. A 
detailed description of the administrative functioning and of the composition of the 
Council and its Committees and Commissions is followed by a study on ‘the economic 
development of under-developed countries. The Council notes that the financing of 
this development, whether private or governmental, is inadequate. Recommenda- 
tions are made for greater co-ordination with the International Bank and for more 
effective technical assistance by the United Nations. 

Chapter III is devoted to the Council’s discussions on full employment. The 
Governments of the United Nations are invited to announce and apply a programme 
for full employment and for expanding. demand. A periodical examination of the 
question is suggested. 

The work of the Council in the economic field is very important. The world 
economic situation in 1949, international transport, and improvement in the 
preparation and checking of statistics are examined by it in turn. 

The Commission on Human Rights is preparing a Draft International Covenant 
and contemplates an expansion of the Yearbook on Human Rights. The Council also 
adopts numerous recommendations concerning the prevention of discrimination, 
freedom of information, trade union rights and forced labour. Considerable attention 
is paid to the status of women. 

The Council then discusses international long-range activities for children and 
a draft Declaration on the Rights of the Child. After considering the financial aspect 
of this activity and discussing certain important social and cultural questions, the 
Council passes on to an examination of the Report on refugees and stateless persons. 

The work done with a view to assisting the civilian population of Korea is also 
considered, as well as the steps taken by the Council to ensure that its recommen- 
dations shall evoke the greatest measure of practical response from Governments. 


146 























































Free. 
lich it 
when 
om of 
tances 
=/CN., 
XCep- 
: Sub- 
1/CN. 
s and 


al by 


nents, 
rice). 
> pre- 
cil on 
senda 

from 
rd to 
ition; 
ypres- 
‘ional 
ition; 
eract 





The last part of the report is devoted to administrative problems: co-ordination 
and relations with Specialized Agencies, and the Council’s efforts to co-ordinate the 
work of international bodies, whether these are dependent on the United Nations or 
not (ILO, FAO, International Bank, International Monetary Fund, Universal Postal 
Union, etc); list of international non-governmental organizations and means for their 
gaining a hearing by the Council; financing of the Council’s work. The report is a 
very complete administrative record, but does not purport to be an “instructional” 
document. 


Statistical Commission. Report of the Fifth Session (8-17 May 1950.) Lake Success, New 

York, 7 July 1950, 33 pp. (40 cents). 

This document deals with the work of the Sub-Commission on Statistical Sampling at 
its Third Session and with that of the Committee on Statistical Classification (2 to 5 May 
1950) which considered a draft standard international trade classification, an alpha- 
betical index, a draft classification of commodities for general economic analysis, an 
occupational classification, a classification by industrial or social status groups, and a 
standard terminology for statistics relating to the economically active population. 

The Statistical Commission also gives an account of its research on statistical 
methods and standards (transport, industrial production, indices of prices, national 
income and social accounts) and presents general progress reports (economic activi- 
ties, international trade, compilation of vital statistics, population statistics, social 
statistics, migration statistics, public finance statistics). 

Annex I contains a Standard International Trade Classification. 


Sampling methods for estimating distribution by size of individual and family income, Paper pre- 
pared by the Secretariat; Statistical Commission, Sub-Commission on Statistical 
Sampling, Fourth Session (E/CN.3/Sub.1/27, 29 August 1950), 13 pp. 

Studies of both individual and family income distribution are no longer purely aca- 

demic, as they were towards the end of the last century, but are being increasingly used 

for practical purposes of economic policy, so that more modern methods of measure- 
ment have had to be introduced. Measures of economic policy may be aimed at 
reducing the inequality of income distribution and at solving various other special 
problems, such as housing needs, etc., so that there has been an increased need for 
information on the distribution of incomes after taxation. Such information provides 

a basic source of information for many purposes of economic analysis. 

Some 15 countries have published regularly, or for certain years only, statistics of 
the distribution by size of individual incomes. The material is usually compiled on 
the basis of income tax returns. But only two countries have made attempts to com- 
pile income tax statistics through the application of sampling procedures. The latter 
may be useful because they save costs and make it possible to concentrate on im- 
proving the quality of the information included in the sample. (Cf. document E/CN. 
3/Sub.1/23). 

Information on individual incomes may also be obtained by sampling procedures in 
connexion with censuses of population (in Sweden, for example). In compiling statis- 
tics of family incomes, agreement must first be reached on what constitutes a family and 
on the definition of income to be used (by way of example the studies issued by the 
United States Bureau of the Census (The Current Population Reports on Consumer Incomes), 
and by the Survey Research Centre of Michigan University in co-operation with the 
Federal Reserve Board in Washington). 

The Appendix contains comments on the methods of the Survey of Consumer 
finances, based on Methods of the Survey of Consumer Finances in the Federal Reserve Bulletin 


for July 1950, in particular on the choice’ of samples, on stratification and on 


over-sampling of high-income groups. 


Development of the Traffic Capacity of Specific Inland Waterways and Ports, Preliminary Report 
by the Secretariat ; Economic Commission for Asia and the Far East, Ad hoc Commit- 
tee of Experts on Inland Transport (E/CN.11/TRANS/1g, 16 August 1950), 16 pp. 

Mr. O. Popper (formerly Head of the Navigation Department of the International 

Danube Commission), as consultant to the Secretariat, sets out the problems concerning 
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the development of the traffic capacity of specific inland waterways and _ ports 
(E/CN.11/204). On the basis of field trips to Burma, India, Pakistan and Thailand, 
he sets forth: (a) problems characteristic of inland water transport within the region, 
(b) specific problems (river and canal conservancy; transport by “country boats’’; 
craft design and operation; methods of registration, survey and licensing; central inland 
craft register; nationality of craft; census; navigation rules; labour conditions; co- 
ordination with other forms of transportation; and international problems), (c) the 
method of approach suggested, (d) conclusions. 

The author advocates modern methods of river and canal conservancy and improved 
design of craft. A regional planning centre should be set up at once in this field, 
and regional action should be co-ordinated with local and administrative action. 


Directory of Building Research Organizations in Europe. Economic Commission for Europe, 
Industry and Materials Committee, Housing Sub-Committee, Geneva (E/ECE/121, 
IM/HOU/BR/3, September 1950), 108 pp. and 2 Annexes. 

The Housing Sub-Committee of the Economic Commission for Europe undertook an 

enquiry into the present organization of building research in Europe, as an initial step 

in a programme designed to facilitate international co-operation in this field (doc. 

E/ECE/HOU/WP.2/3.) 

The Executive Secretary of the ECE submits to the ECE Conference on Building 
Research (Geneva, November 1950), a directory, based on information supplied by 
19 European countries and the United States and divided into two parts, Part I con- 
taining the names and addresses of the institutions and their fields of work and Part II 
the specific studies undertaken by the organizations listed in Part I. 

The information contained in the directory will also be used for a publication 
dealing with the whole field of Housing and Town and Country Planning, to be issued 
by UN at the request of the Social Commission. 


Population and Migration 


Report of the Population Commission (Fifth Session, 1950); Eleventh Session (E/1711, 
E/CN.g/62, 6 June 1950), 29 pp. 

The population Commission gives an account of its work in the following fields: 

(1) Demographic aspects of technical assistance for the economic development of under-developed 
areas (cf. documents E/CN.g/52 and E/CN.9/AC.1/L.5). 

(2) Inter-relationship of demographic, economic and social factors: Findings of studies on the 
relationships between population trends and economic and social factors (docu- 
ments E/CN.g/55 and Add.1 and 2); Health demonstration areas (E/CN.g/53); 
Studies of the inter-relationship of demographic, economic and social factors in 
India (documents E/CN.9/58, E/CN.9/L.6 and Add.1). 

(3) Problems connected with 1950 censuses of population: Occupational classification (docu- 
ments E/CN.3/C.1/15, E/CN.g/60); Classification by status (documents E/CN. 
9/43 and Corr. 1, E/1696 paras. 40-44, E/CN.g/C.2/3/Rev. 2); Co-ordination of 
classifications by occupation, industry and status (documents E/CN.9/51, E/1696 
paragraph 45); Standard terminology for statistics on the economically active 
population (document E/CN.g/46); Tabulation of data on urban and rural popu- 
lation censuses (documents E/1313, para. 18, E/CN.9/56, E/1313); Population 
census methods (document ST/SOA/Series A: No. 4). 

(4) Migration: Improvement of international migration statistics (documents E/CN 
9/47 and Add. 1, E/1313 Annex 3, E/1696 paras. 104-105, E/CN.9/48, E/CN.9/49 
para. 9(e), E/CN.9/44 paras. 23-25) ; Studies and research in the field of migration 
(documents E/CN.g/59, E/805 paras. 11-13). Demographic Yearbook (documents 
E/CN.9/49, E/1696 para. 91, E/CN.9/45, E/1696 para. 92). 

(5) Research on demographic aspects of employment and unemployment (document E/CN.9/57). 

(6) Vital statistics methods (documents E/CN.9/53, E/CN.9/54, E/1696 para. 88). 

(7) Recent trends in the birth rate. 

(8) Demographic dictionary. 

In the Annex, the Population Commission gives greater emphasis to (a) the need 

for technical assistance to the governments of Member States for the economic 
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development of under-developed areas (Ecosoc resolution 268 (X)); (b) the types of 
problems: Survey of the demographic situation, as part of a general survey of economic 
and social conditions affecting development plans; Specific analytical studies; 
Improvement of demographic statistics; Formulation of legislative and adminis- 
trative measures; (c) forms of technical assistance. 


International Labour Office, Note for transmission to the Third Session of the Economic 
Commission for Latin America: Economic Commission for Latin America, Third 
Session (Montevideo, Uruguay) (E/CN.12/179, 6 June 1950), 24 pp. 

The Preliminary Conference on migration between Europe and other regions, held 

at Geneva in the spring of 1950 between representatives of the UN and the Specialized 

Agencies, adopted a series of Conclusions and a General Resolution concerning measures 

needed to facilitate migration. The Economic Commission for Latin America publishes 

an abbreviated report on this matter, describing particularly that part of the Confer- 
ence’s work which was directly connected with the agenda of the Third Session. The 
items especially dealt with here are: (a) man-power in Europe available for emigra- 
tion (in Italy, the Netherlands, Greece, the German Federal Republic, Austria, the 

United Kingdom and other European countries, together with some 235,000 refugees 

for whom the IRO is responsible); (b) the economic advantages of such migration; 

(c) the pattern of economic development in relation to migration; (d) the organization 

and execution of economic development, by both national and international action, 

i.e., by the UN and the Specialized Agencies: the International Bank for Reconstruc- 

tion and Development, the Food and Agriculture Organization, the World Health 

Organization, and the International Labour Organization; inter-State bilateral arrange- 

ments; (e) the financing of economic development in. relation \to migration; (f) the 

conclusions of the Preliminary Conference at Geneva. 


Information on co-operation in the field of migration programmes of the United Nations and 
Specialized Agencies; Report of the Secretary-General; Eleventh Session (E/1685, 
11 July 1950), 31 pp. 
In accordance with Ecosoc resolution 156 (VII), the present report of the Secretary- 
General, which follows a similar report for 1949, gives a comparative survey of the 
activities under the 1949 and 1950 programmes of the UN and Specialized Agencies 
in the field of migration, and is submitted as a progress report. The report was pre- 
pared through consultation with the Specialized Agencies, by correspondence, the 
Preliminary Migration Conference, called by the Director-General of ILO on 25 April 
1950, having afforded an opportunity for an exchange of views among the Specialized 
Agencies and UN on similar and related programmes. 
The following questions are analysed under the 1949 activities and 1950 programmes: 
(1) United Nations: (a) Status of aliens and welfare of migrants (assistance to indigent 
aliens, carrying out abroad of maintenance obligations, simplification of adminis- 
trative procedures for migrants, problem of displaced persons and refugees, study 
of measures undertaken in various countries to facilitate the integration of immi- 
grants into the national life, consultation with non-governmental organizations) ; 
(b) Regional studies (study on immigration to Latin America, information on migra- 
tion in non-self governing territories); (c) Trends, causes and consequences of migration 
(information relating to the status of aliens, current information, improvement 
of migration statistics, documentation on the methods and schedules used in the 
collection of migration statistics, bibliographical list of sources for recent statistics 
on movement of travellers and migration, methods of estimating the volume of 
migration from other demographic data, statistics on the sex and age distribution 
of international migrants, methodological problems of the collection and tabula- 
tion of statistics on labour-force characteristics of migrants with a view to im- 
proving the existing methods and data, prerequisites to immigration, influence of 
international migration upon the size and composition of the labour force, relation- 
ship between the desire to emigrate as reflected in public opinion and the actual 
volume of emigration, study of migration in relation to measures for full 
employments); (d) Technical assistance (technical assistance proper, seminars and 
fellowships). 
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(2) ILO: Migration for employment: revision of Convention and Recommendations; 
Permanent Migration Committee; meeting of representatives of the UN and 
Specialized Agencies; migration for land settlement: general principles and model 
agreement; migration activities affecting Latin America: Conference of American 
States; manpower offices and missions; enquiries concerning manpower surpluses 
and deficits; occupational nomenclature; resettlement of intellectual workers and 
specialists. 

(3) Food and Agriculture Organization: Emigration of Italian farmers to Latin America, 
emigration of displaced forestry technicians and workers. 

(4) World Health Organization: Sanitary problems of movements of pilgrims, adminis- 
tration of international sanitary legislation, provision of additional health services 
(technical assistance), assistance to refugees from Palestine. 

(5) International Bank for Reconstruction and Development: Survey of economic and financial 
problems involved in migration. 

(6) Unesco: General observations as to the interest of Unesco in migration; resettlement 
of refugee intellectuals; social and cultural integration of immigrants. 

(7) IRO: Repatriation and resettlement of refugees and displaced persons. 


Data on urban and rural population in recent censuses. Population studies No. 8. Lake Suc- 
cess, New York, July 1950, 13 pp. (25 cents) 

In pursuance of a resolution adopted by the Economic and Social Council, this publi- 
cation sets out the result of work in the definition and comparison of census methods in 
the Member States of the United Nations and investigates the criteria on which the 
population is‘ classified as urban or rural. The results of such studies should be a 
valuable guide to planning for economic and social development throughout the 
world. The pamphlet sets out the various possible classifications considered by the 
International Statistical Institute, the United Nations Population Commission, and the 
Committee on the 1950 Census of the Americas. ‘The main headings included in the 
statistics of the Member States are indicated, when the criteria employed to distin- 
guish the urban from the rural population are fixed. The headings used are indicated 
for each country in a series of tables. Annexed is a statement, also given under 
countries, of the administrative definitions used for urban and rural population. 


Subject analysis of records of meetings of the First Session of the Ad hoc Committee on refugees and 
stateless persons. Ad hoc Committee on refugees and stateless persons, Second Ses- 
sion (E/AC.32/6, 10 August 1950), 21 pp. 

In order to provide access to documentation concerning the matters dealt with by the 

Ad hoc Committee, the Secretariat offers us a subject analysis including: 

(1) a Table of Contents, divided into two columns, the first of which contains all the main 
subject headings in alphabetical order, and the second the page number in the 
Index where references to the particular subject may be found; 

(2) an Index, divided into three columns, the first of which contains the main subject 
headings in alphabetical order, followed by related subject headings (if any); 
the second, the reference document’s number and the paragraphs of the relevant 
summary records; and the third, an indication, except in the case of brief statements, 
of the speakers, (representatives of countries, inter-governmental organizations 
and international non-governmental organizations, and the Chairman of the 
Committee). 

It is a working paper of great value for those wishing to consult the mass of documents 

concerning refugees and stateless persons. 


Human Rights 


Yearbook of Human Rights for 1948. Lake Success, New York, 1950, 615 pp. ($6, 
24 Swiss francs). 

The Yearbook of Human Rights for 1948 is the third yearbook prepared by the Human 

Rights Division of the United Nations Secretariat, in compliance with a resolution 

of the Economic and Social Council. The 1948 yearbook is considerably larger than 

the two previous editions. The first part contains all the constitutional provisions 
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on human rights promulgated in different countries in 1948, and legal enactments on 
the subject of human rights which entered into force in 1948. An annex to the first 
part gives a selection of constitutional and legislative provisions concerning the elec- 
toral law in force in various countries. Part II publishes provisions relating to human 
rights in international treaties and agreements concluded in 1948. Part III gives more 
detailed consideration to the work carried out by the United Nations in 1948 on various 
matters affecting human rights. 


Draft of an International Code of Ethics. Commission on Human Rights, Fourth Session 
(E/CN.4/Sub.1/114, 15 May 1950). Draft presented by Mr. Azkoul (Lebanon), 
Mr. Azmi (Egypt) and Mr. Chang (China), 5 pp. 

Stressing the primary importance of the free flow of true and honest information to 
all peoples, and the spirit of responsibility in which members of the information pro- 
fessions should seek the truth, and referring to the text of the Universal Declaration 
of Human Rights, the authors present their Draft of an International Code of Ethics 
as a standard of practice and professional conduct for everyone engaged in the 
gathering, transmission and dissemination of information. 

The Draft contains rules and recommendations grouped under the five following 
heading: (a) to tell the truth without malice or prejudice; (b) to use only honest 
methods in gathering, transmitting and disseminating information; (c) to have regard 
for professional dignity, responsibility and discretion; (d) to work for the solution of 
economic, social and humanitarian problems and to help promote respect for funda- 
mental human rights; (e) to help maintain international peace and security. 

[Cf. also document E/CN.4/Sub. 1/119 of 19 May 1950: proposal by Mr. Géraud 

(France) concerning the first paragraph of the preamble of document E/CN.4/Sub. 1/ 

114; document E/CN.4/Sub.1/124: proposal by Mr. Azmi (Egypt) concerning the 

preamble to the Draft International Code of Ethics; document E/CN.4/Sub.1/123: 

proposal by Mr. Dedijer (Yugoslavia) concerning the proposed addition to the third 

paragraph of the Draft International Code of Ethics.] . 





Draft Plan for Setting Up an International Court of Honour. Commission on Human Rights, 
Sub-Commission on Freedom of Information and of the Press, Fourth Session 
(E/CN.4/Sub.1/118, 16 May 1950). Draft presented by Mr. Azkoul (Lebanon), 
Mr. Azmi (Egypt) and Mr. Chang (China), 5 pp. 

The International Court of Honour would be set up by an international conference of 
members of the information professions meeting under the auspices of the United 
Nations. Its jurisdiction would be based on an International Code of Ethics adopted 
and accepted by members of the information professions, in accordance with pro- 
cedures to be elaborated at the Conference. The Court would adjudicate on any mat- 
ters concerning observance of the International Code of Ethics which are referred to 
it and which are in dispute between: (a) members of the information professions who 
are nationals of different States; (b) members of the information professions and non- 
professionals who are nationals of different States; (c) members of the information 
professions and non-governmental organizations. 

The jurisdiction of the Court would nevertheless be limited to disputes relating to 
the professional conduct of members of the information professions affecting or likely 
to affect good relations between different peoples and States. The findings of the 
Court would contain ‘either a warning, a reprimand, or a declaration that the 
defendant is unworthy of his profession and should not be permitted to exercise it. 

The Draft gives the broad outlines of the organization and procedures of the pro- 
posed Court. It contains 17 clauses. 


Report of the Commission on Human Rights. Report communicated by the Director- 
General of Unesco on the Regulations concerning Economic and Social Rights in 
the International Covenant on Human Rights. Eleventh Session (E/1752, 11 July 
1950) 65 pp. 

Referring to the United Nations General Assembly’s resolution 217 E (III) of 10 Decem- 

ber 1948 concerning the Draft International Covenant on Human Rights, the discussion 

of the Commission on Human Rights (document E/1371) and the Secretary-General’s 
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report on the activities of the United Nations and Specialized Agencies in connexion 
with economic and social |rights (document E/CN.4/364), Unesco’s Director-General 
has presented a detailed report on this subject. He submitted it both to Unesco’s 
General Conference, so that it might take the relevant decisions, and to the 
Commission on Human Rights. 

In his report, Unesco’s Director-General mentions the various problems involved 
in putting into practice the principles contained in Articles 25 and 27 of the Declara- 
tion of Human Rights, and gives an account of the work already being done in that 
respect and the views already expressed on the question of the right to education. 

With regard to the principles contained in paragraph 1 of Article 26, the report 
deals with compulsory school attendance, free education, literacy campaigns, funda- 
mental education, adult education, the generalizing of technical and _ professional 
education, and the equality of access to secondary and higher education. 

As regards the principles laid down in paragraph 2 of Article 26, the report deals 
with the following problems: the purposes of intellectual, moral and physical educa- 
tion; the full development of the human personality; education for the purpose of 
strengthening human rights and fundamental freedoms; education as an instrument 
for the advancement of international understanding; teaching about the activities of 
the United Nations for the maintenance of peace. 

Lastly, in connexion with the principles contained in paragraph 3 of Article 26, the 
report deals with the prior right of parents to choose the kind of education that shall be 
given to their children. 

Apart from the right to education, the Director-General also analyses in his report 
two other rights proclaimed in the Universal Declaration of Human Rights: the right 
to participate in the cultural life of the community (Article 27, paragraph 1), and the right to 
the protection of the moral and material interests of authors (Article 27, para, 2). 

Unesco’s activities in respect of the first of these rights include, firstly, international 
studies and surveys (Survey of the Philosophic Bases of the Universal Declaration 
of Human Rights; Consideration of Certain Specific Rights of Man; Survey of 
Democracy; Comparative Study of Cultures; Enquiry into the Freedom of the Artist; 
Enquiry into the Freedom of Scientists), and, secondly, work in connexion with the 
practical steps to be taken to facilitate participation in cultural life. In drawing 
from its experience conclusions which might serve as a basis for international regulations 
concerning the right to participate in the cultural life of the community, Unesco 
considers that it would be advisable to incorporate in the Covenant two general clauses 
laying down, firstly, the obligation to allow all the widest possible access to the various 
forms of cultural life, and, secondly the guarantee that artists and scientists would 
enjoy the fullest freedom and security. 

With regard to the second of these rights, Unesco advises the inclusion in the Cove- 
nant of a statement of principle regarding the need to provide effective protection for 
the rights which authors are entitled to invoke in order to safeguard their material and 
moral interests, and of a recommendation to all Member States to take as active a part 
as possible in the study and application of the draft Universal Convention on Copyright. 


Unesco’s activities in the field of prevention of discrimination and protection of minorities: Com- 
mission on Human Rights, Sub-Commission on prevention of discrimination and 
protection of minorities (E/CN.4/Sub.2/121, 7 August 1950), 6 pp. 

The Secretary-General of the UN draws the attention of members of the Sub-Com- 

mission to the statement issued by Unesco on 18 July 1950 (doc. Unesco/SS/1), which 

was drafted in Paris by eight competent experts. The document in question is the 

“Statement by experts on problems ‘of race”, which was published in full in the 

International Social Science Bulletin, 1950, Vol. II, No. 3, pp. 391-394. 


Social Questions 


Social Commission. Report of the Sixth Session (3 April to 5 May 1950). Economic 
and Social Council, Lake Success, New York, 8 May 1950, 40 pp. (40 cents). 
This document sets out the results of the Commission’s work at its Sixth Session and 
discusses a number of specific questions, it includes, firstly, a study of advisory social 
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welfare services (principles and methods applied in Ecosoc resolutions); secondly, a 
study of various documents on migration (assistance to indigent aliens; consultations 
| with private organizations); family youth and child welfare; social rehabilitation of 

the handicapped; establishment of a Far Eastern bureau to combat the traffic in per- 
sons; world social and cultural situation; social projects as part of the programme of 
technical assistance for economic development. After a general programme of work 
for the Commission, various draft resolutions and a list of documents are annexed. 
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Assistance for the Civil Population of Korea 
port 
nda- Assistance for the civil population of Korea. Report by the Secretary-General. (E/1851/ 
onal Rev. 1, 11 October 1950), Eleventh Session, 31 pp. 
In its resolution 323 (XI) of 14 August 1950 concerning assistance for the civil popu- 
leals lation of Korea, Ecosoc asked the Secretary-General to render progress reports to 
uca- Ecosoc on action taken under that resolution and to include in them, when appropriate, 
e of such other information and observations as might be helpful for the consideration of 
nent longer-term measures for economic and social assistance to the people of Korea. In 
s of accordance with this resolution, the Secretary-General describes the assistance already 
given or in process of being applied. He reports developments only, and does not enter 
the into the question of the total needs of Korea for relief, or for rehabilitation and recon- 
I be struction. He points out that several offers of relief assistance to Korea have been made 

by Governments, Specialized Agencies and non-governmental organizations, in- 
ort dependently of Ecosoc’s resolution of 14 August. He therefore gives information on 
ight United Nation’s assistance for the civil population of Korea from the inception of the 






United Nations action in Korea ’(covering only international measures of a strictly 
non-military nature). 

The Report falls into the following sections: 
(a) Action by the Security Council and Ecosoc (document S/1511, S/1588, S/1657, 
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of S/1796, pp. 9/11 and S/1834, pp. 5 and 6). 

st; (b) Procedure for Co-ordination of Relief Activities. 

the (c) Specific Requests by the Unified Command (eight requests, with an estimated 

ng value of 34,000,000 dollars). 

ns (d) Offers of Assistance Not Specifically Requested by the Unified Commands. 

co (e) Arrangements with Non-Governmental Organizations. 

3e3 (f) Understanding of and Support for the Action of the United Nations in Korea. 

us The following Annexes are attached to the Report: 

Id (1) Excerpt from the Fourth Report to the Security Council by the United Nations 
Command in Korea (S/1796). 

e- (2) Assistance for the Civil Population of Korea, Ecosoc resolution 323 (XI). 

or (3) Procedures for Co-ordination in the Handling of Assistance to the Public of Korea 

id (Relief Measures). 

rt (4) Specific Requests by the Unified Command. 

t. (5) Offers of Assistance Not Specifically Requested by the Unified Command. 

i Relations with the Specialized Agencies 

: Relations with and co-ordination of Specialized Agencies: Concentration of Effort and Resources 

’ of the United Nations and the Specialized Agencies. Report by the Secretary- 





General, Eleventh Session (E/1683 of 10 May 1950), 18 pp. 

In response to the request contained in Resolution 310 (IV) of the General Assembly 
(Proliferation and overlapping of the programmes of the United Nations and of the 
Specialized Agencies), the Secretary-General has gathered together in his report, 
written in consultation with the Specialized Agencies, all the criticisms and comments 
expressed concerning the multiplicity of projects and programmes, the lack of con- 
centration on programmes of first importance, the inordinate number of meetings, the 
creation of new bodies, the over-rapid multiplication of functions, the excessive volume 
of documentation and the increase of the cost of international activities in the 
economic and social. fields. 

While pointing out that the proliferation of projects is often more apparent than 
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real and that there is at present practically no overlapping or duplication, the 
Secretary-General and the other members of the Administrative Committee on 
Co-ordination submit preliminary proposals with regard to procedure and methods at 
Council, Commission and Governing Body levels with a view to the more economical 
and efficient use of the limited resources at the disposal of international organizations, 

Those proposals concern programmes (scope, co-ordination, priority), organs and 
meetings (streamlining of organization, meetings, length of sessions, scheduling of 
meetings), documentation (requests for reports, etc., length of documents, languages, 
distribution, other aspects) and co-ordination of national action (definition of a national 
doctrine, co-ordinated with regard to international bodies). 


Relations with and co-ordination of Specialized Agencies: Information on regional co- 
ordination of programmes of the United Nations and Specialized Agencies. Report 
by the Secretary-General. Eleventh Session (E/1684 of 10 May 1950), 48 pp. 

With reference to his preliminary review of arrangements for programme co-ordination 

between Specialized Agencies and regional economic commissions (document E/1091), 

to the fifth report of the Administrative Committee on Co-ordination (E/1340), 

and to the relevant Ecosoc resolutions: 211 (VIII) and 259 (IX), the Secretary- 

General submits a detailed report consisting of the following three parts: 

(1) Programme co-ordination between the regional economic commissions (for Europe, 
Asia and the Far East and Latin America) and the Specialized Agencies (new and 
amplified version, brought up to date for the period between the previous report 
(E/1091) and the beginning of 1950). 

(2) Other programme co-ordination between the United Nations and the Specialized 
Agencies in respect of particular regions and countries (technical assistance for 
economic development, statistical training centres, social welfare activities, activi- 
ties on behalf of children, assistance to Palestine refugees, assistance to Ecuador, 
teaching about the aims and principles of the United Nations). 

(3) Programme co-ordination between the Specialized Agencies in regard to various 
regions (Asia and the Far East, Europe, Latin America, Near and Middle East 
and Africa). 

As most of the subjects dealt with in part 2 have been reported or are being re- 
ported to Ecosoc under separate items of the agenda of its Eleventh Session, the present 
paper gives only illustrations of the main points of contact between the United Nations 
and the Specialized Agencies in the field, which are not part of regional programmes in 
the strict sense of the term. Part 3 is based on materials contributed by the Special- 
ized Agencies at the request of the United Nations Secretariat. 

Although collaboration with inter-governmental regional organizations outside 
the framework of the United Nations plays an important part in regional activities, the 
report contains no informations on that subject. 


Relations with and co-ordination of the Specialized Agencies: Report by the Secretary-General 
on particular co-ordination matters. Eleventh Session (E/1741), 7 pp. 

Under Ecosoc resolution 128 (VI), the Secretary-General is invited to report on any 

matters to which he considers the Council’s attention should be drawn in relation to its 

responsibilities under Articles 63 and 64 of the Charter. 
In his report submitted to the Eleventh Session of Ecosoc, the Secretary-General 

deals with the following questions: 

(1) Long-range activities for children (document E/1678, E/1682, E/1731, E/1745, 
E/1730, E/CN.5/201, E/1725, E/1738). 

(2) Action taken in pursuance of the agreements between the United Nations and the 
Specialized Agencies (document E/1317, E/1682, para. 50). 

(3) Draft agreement between the United Nations and the World Meteorological 
Organization. 


Relations with and co-ordination of Specialized Agencies: Seventh Report of the Administra- 
tive Committee on co-ordination to the Economic and Social Council; Eleventh 
Session (E/1682, 11 May 1950) 16 pp. 

The Report of the Administrative Committee on co-ordination deals with the 

following problems : 


154 








Inter-Gov 
Econ 


In accor 
Ecosoc < 
inter-gO" 
cultural 
tember 
organizi 
drawn 1 
AtoQ 
The 
the org 
educati 
migrati 
raw ma 
Anr 
were de 
an alpl 
The 
membe 
relatio1 


added 










Relatio: 






Co-orc 
(1) Co 
(a 
(c 












n, the 
fee on 
ods at 
9Mical 
ations, 
S and 
ng of 
Uages, 
tional 


I co. 
eport 


ation 
091), 
340), 
tary- 


rope, 
and 
‘port 
lized 
» for 
tivi- 
dor, 


ious 
East 


al 


l- 




















(1) The problem of concentration of effort and resources [cf. General Assembly 
resolution 310 (IV) and Ecosoc resolution 259 (IX); cf. documents E/1572 and 
E/1683]. 

(2) Technical assistance for economic development [cf. Ecosoc resolution 222 (IX) 
and General Assembly resolution 304 (IV)]. 

(3) Programme co-ordination (priorities, fellowship programmes, essential long- 
range activities for children, housing and migration, catalogue of economic and 
social projects.) 

(4) Regional co-ordination (co-ordination of regional programmes, consultation on 
regional or branch offices). 

(5) Administrative and budgetary co-ordination (International Civil Service Advisory 
Board, matters referred to the Secretary-General and the Heads of the Special- 
ized Agencies at recent sessions of the General Assembly and of Ecosoc, other 
administrative and budgetary questions). 

(6) Inter-Agency agreements and agreements between Agencies and other inter- 

governmental organizations. 

) Trust and non-self-governing territories. 

) Revision of agreements [General Assembly resolution 309 (IV)]. 

) Questionnaires and requests to Governments for information. 

) Statistical matters. 

) 

) 


(7 
(8 
9 
(10 
* Public information. 

(12) Publications, library, registry and terminology services. 


Inter-Governmental Organizations. List of Inter-Governmenital Organizations in the 

Economic and Social Fields. Eleventh Session (E/1689, 23 May 1950) 59 pp. 

In accordance with Ecosoc’s resolution 262 Q (IX), the Secretary-General submits to 
Ecosoc a new periodical list containing, in this case, 55 organizations established by 
inter-governmental agreement and having responsibilities on the economic, social, 
cultural, educational, health and related fields. This list follows the one of 13 Sep- 
tember 1948 (document E/818/Rev.1), containing the names of 68 inter-governmental 
organizations [cf. Ecosoc resolutions 128 (VI), 171 (VII) and 261. B. (IX) and 
drawn up in conformity with Ecosoc’s directives in resolutions 261. B. (IX) and 262. 
Ato Q (IX)]. 

The list of organizations is divided into seven parts according to the character of 
the organizations: (a) agriculture, food, fisheries, forestry (14); (b) arts, sciences, 
education (8); (c) health, hygiene and medicine (3); (d) human Rights, assistance and 
migration (7); (e) communications and transport (8); (f) finance, commerce and 
raw materials (13); (g) other organizations (2). 

Annex A lists the organizations which appeared before on list E/818/Rev. 1 and 
were deleted in conformity with resolution 262 Q (IX) of Ecosoc (19); Annex B gives 
an alphabetical index of all the organizations enumerated at present. 

The information about each organization includes the following data: address, 
membership, legal status, functions.and general aims, structure, financial resources, 
relations with the United Nations and the Specialized Agencies. A note has been 
added in each case to indicate the relevant action taken by Ecosoc. 


Relations with and co-ordination of Specialized Agencies: Eleventh Session, Report of the 
Co-ordination Committee (E/1810/Rev. 1, 14 August 1950), 17 pp. 

On the basis of documents E/1682-1685, E/1670, E/1734, E/1743 [and E/1741, the 

Co-ordinating Committee unanimously adopted the above report, concerning: 

(1) Concentration of effort and resources [General Assembly resolution 310 (IV)], including: 
(a) co-ordination of national action; (b) programme co-ordination; (c) priorities 
(criteria for the establishment of priorities) ; (d) organs and meetings; (e) documen- 
tation. 

(2) Administrative co-ordination [General Assembly resolution 311 (IV)]. 

(3) Other co-ordination matters (cf. ACC’s Seventh report, document E/1682) including: 

(a) revision of the agreements between the United Nations and the Specialized 

Agencies (General Assembly resolution 309 (IV); (b) draft agreement between 

the United Nations and the World Meteorological Ozganization (Ecosoc 
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resolution 130 (VI) document E/1741, chapter C); (c) long-range activities fo, 
children (cf. document E/1741, section I, E/SR.392, A/C.3/539, E/1731, E/1754, 
Add. 1, E/C.2/270); (d) catalogue of economic and social projects; (e) ¢o. 
ordination of United Nations activities for the development of arid zones. 

(4) Documentation for future sessions of the Council. 


TRUSTEESHIP AND NON-SELF-GOVERNING TERRITORIES 


Examination of Petitions, Classification and summary of petitions: Memorandum by the Secre. 
tariat, Seventh Session (T/639, 26 May 1950), 46 pp. 

In order to facilitate the work of the Council, the Secretariat has prepared a summary 
of the 72 petitions classified according to the territories to which they relate, and within 
those classifications, according to content (personal or specific requests, or questions 
of a general order). The petitions listed come from Tanganyika, the Cameroon 
(British and French), Togoland (British and French), and from New Guinea. At the 
end of each summary of petitions raising general questions, the Secretariat refers to the 
relevant paragraphs in docs. T.523/Rev. 1 and/or T/641. 


Examination of Petitions: Classification and summary of petitions concerning Ewe and 
other unification systems, Memorandum prepared by the Secretariat; Seventh 
Session (T/640, 26 May 1950), 60 pp. 

The Secretariat has prepared a summary of petitions concerning the two Trust Terri- 

tories of Togoland under British Administration and Togoland under French 

Administration, which relate to Ewe and other unification questions. 

The petitions principally involved are those (I) concerning the unification of 
Eweland and other related matters, (II) relating to frontier problems and the unifi- 
cation of the two Trust Territories of Togoland, (III) requesting the maintenance of 
the status quo, and (IV) relating to other territorial changes. 

At the end of each summary of petitions raising general questions, reference is 
made to the paragraphs in documents T/523/Rev. 1 and/or T/641 in which these ques- 
tions are set forth. The latter document embodies, in condensed form, all the general 
questions raised in all the petitions from these territories (political progress, economic 
progress, social progress and educational progress in schooling). 

See also docs. T/640/Add. 1 (additional communications received between 26 May 
1950 and 3 July 1950) and T/640/Add. 2 (3-11 July 1950). 


Report of the Trusteeship Council, covering its First Special Session, its Second Special Session, 
and its Sixth and Seventh Sessions (23 July 1949 to 21 July 1950). Lake Success, New 
York, 1950, 215 pages ($2.00) 

This report is mainly of a technical, legal and administrative nature, owing to the very 

special responsibilities of the Council. The first chapter is devoted to the organiza- 

tion of the Council, and this is followed by a chapter on the annual reports of the terri- 
tories concerned, and a chapter on petitions concerning the same territories. Other 
chapters are devoted to the United Nations’ visiting missions to trust territories, and to 
special questions referred to the Council by the General Assembly. The annex 
contains the report of the Committee on Administrative Unions; each territory in 
turn is considered as well as the legal and administrative aspects of the problem of 
Administrative Unions. 


Non-Self-Governing Territories. Summaries and analyses of information transmitted to the 
Secretary-General during 1949. Vol. I. Lake Success, New York, 1950, 254 pages 
(2.00 dollars). 

Following on the three previous annual volumes, this publication contains information 

about conditions existing in non-self-governing territories during 1948. It will be 

completed during the next two years by statistical] data and special analyses of differ- 

ent aspects of the economic, social and educational conditions in 1951 and in 1952. A 

complete revised text will be published in 1953. The present volume includes, firstly, 

a general survey of procedural and constitutional questions within the framework of the 
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United Nations Charter (particularly Article 73) concerning non-self-governing terri- 
tories. It also indicates some of the general tendencies common to numerous non-self- 
j governing territories in the economic, social and educational fields. ‘The second part 
gives detailed analyses of information transmitted during 1949 as regards economic 
| conditions, labour, public health, education and social welfare. In general, this part 
' comprises documents submitted for the examination of the General Assembly’s Special 
' Committee and includes additional statistics and texts which have been revised in 
accordance with observations made during meetings of the organs of the United 
' Nations. Unpublished comparative statistical tables make this part of the document 
| particularly interesting. 
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Annual Report of the United Nations Commissioner in Libya, prepared in consultation with 
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the Council for Libya. Lake Success, New York, 1950, 110 pp, I map. ($1.25) 
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stions |B After an introduction of an administrative and constitutional nature, the report sums 
roons {@ up the demographic, economic and political situation of the three regions of Libya. It 
\t the Ip then deals with the work of the Council for Libya in the fields of general administration 





and constitutional development, and of technical assistance on the widest sense of the 
term. The annexes contain copies of a certain number of basic documents and a 
detailed map of Libya. 
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nine Competence of the General Assembly for the admission of a State to the United Nations. Advisory 

opinion of 3 March 1950. Memoranda, speeches and documents. Sales No. 37, 219 pp. 
Under Section A, the first part of the International Court of Justice memorandum 
contains the detailed text of the United Nations request to the Court for an advisory 
opinion. The problem was the following: Can a State be admitted to the United Nations 
Organization by a vote of the General Assembly after an unfavourable opinion 
has been given by the Security Council (opposing majority, veto of a permanent 
member, absence of recommendation). 

Section B contains a list of the documents submitted to the Court for study, 
together with the text of the request, by the Secretary-General of the United Nations. 

Section C gives the statements and interventions by the various Governments. A 
report by the Secretary-General of UN recalls the precedents and previous discussions 
by the United Nations. The Soviet position is defined as follows in a letter from the 
Soviet Chargé d’Affaires in the Netherlands, followed by two telegrams from the 
Ministries of Foreign Affairs of the Ukrainian and Bielorussian Soviet Socialist Repub- 
lics: (a) a new member can only be admitted on the express recommendation of the 
Security Council; (b) the General Assembly can only ask the Court of Justice for an 
advisory opinion; the question of the admission of new members is, however, entirely 
political. 

The Egyptian Government maintains that no State can be admitted unless its 
admission has been recommended by the Security Council. Czechoslovakia supports 
the view of the U.S.S.R. The statement by the U.S. Government shows a position very 
similar to that of the U.S.S.R. In the view of the Venezuelan Government, the 
admission of a member without a recommendation from the Security Council would 
constitute a violation of the Charter. The Argentine Government, on the other hand, 
considers that the veto cannot prevent a State from becoming a member of the 
Organization. 

The most important contribution in the second part is the speech by Mr. Georges 
Scelle, the representative of the French Government, who considers the Argentine 
arguments to be injustifiable and advocates a more precise application of the actual 
terms of the Charter. 

The last part contains all the documents exchanged between the parties to the dis- 
pute, as well as the text of the advisory opinion given by the International Court of 
Justice, which voted by 12 votes to 2 against the exclusive competence of the Assembly 
for the admission of new members to the United Nations. 
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II. SPECIALIZED AGENCIES 


INTERNATIONAL LABOUR OFFICE 


Fourth Report of the International Labour Organization to the United Nations. Geneva, 1950 

345 pp. (no price). 

This Report covers the period from March 1949 to March 1950. No attempt is made 
to deal in detail with the trends underlying the world’s economic and social situation, 
but their repercussions on the programme of the ILO are shown. Last year the main 
concern was to meet the threat of unemployment; for this purpose, the International 
Labour Office prepared a report on the prevention of unemployment for submission 
to the International Labour Conference in June 1950, and the matter, which was 
discussed at length by various United Nations agencies, is to be taken up again. 

The present report contains a special chapter on full employment and for the first 
time examines the ILO’s responsibilities in the framing of a full employment 
policy (particularly in under-developed countries). 

Attention is also drawn, apart from the manpower problem, to the revision of social 
security conventions in the light of important recent developments in that field, and to 
the new Fact-Finding Commission on Freedom of Association, established to meet the 
needs of trade unions throughout the world. 

Mention should also be made of developments dealt with for the first time in the 
report on the ILO’s activities relating to salaried and professional workers, labour 
conditions and the native populations of self-governing territories. 

The appendices contain the text of conventions and recommendations adopted by 
the Conference at its Thirty-Second Session and the provisional timetable of meetings 
for 1950-51. 


International Labour Conference. ‘Thirty-First Session, San Francisco, 1948, Record of 


Proceedings. Geneva, 1950, 609 pp. 

The General Conference of Members of the International Labour Organization held 
its Thirty-First Session in San Francisco from 17 June to 19 July 1948. 

Its work was guided by two main considerations. As in the past, the ILO 
endeavoured to carry out concrete work in a well-defined field on the basis of 
authoritative information, but it also considered it advisable to view labour problems 
within their wider economic, political and social setting. 

The Report of the Director-General gave rise to long discussion, which showed light 
on the general social structure of Member countries. The Conference went on to 
deal with its own special financial and budgetary questions and gave careful consider- 
ation to reports on the effect given to conventions adopted at previous sessions. 

It then turned its attention to two clear-cut problems: employment service organ- 
ization and vocational guidance. A convention and a recommendation were adop- 
ted with regard to the employment service. The 1933 Fee-Charging Employment 
Agencies Convention was revised. The Conference stressed the importance of voca- 
tional guidance and recommended the collection of more detailed information by 
means of a questionnaire, which would be submitted to governments and on which 
it would base its subsequent discussions. 

Consideration was also given to the subject of wages. For the first time, the Con- 
ference was concerned only with the broadest aspects of the problem and its repercus- 
sions on every branch of economy. The aim of the discussion was the analysis of the 
information rather than the framing of any convention. 

On the other hand, the Conference “sought’’ an immediately effective decision with 
regard to the freedom of association and protection of the right to organize. A recom- 
mendation was adopted. 

A preliminary discussion then ensued on the application of the principles of the 
right to organize and to bargain collectively, collective agreements, conciliation and 
arbitration, and co-operation between public authorities and employers’ and workers’ 
organizations. 

In conclusion, the Conference gave detailed consideration to conditions of night 
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work for women and young persons. The term “night” as understood in previous 
conventions must be given a more flexible definition to allow for and to facilitate the 
working of the double day shift, which is tending to become more widespread. Dis- 
cussions led to the revison of the conventions in question. 

The text of conventions and recommendations adopted by the Conference is given 
in the Annexes to the Record of Proceedings. 


Labour Conditions in the Oil Industry in Iran. Geneva 1950, 87 pp. (2.40 Swiss francs, 


$0.60.) 


| Early in 1950, at the invitation of the Iranian Government, the International Labour 


Office sent a mission to investigate labour conditions in the oil industry in the Aba- 
dan area. The mission paid special attention to the social problems involved in a 
backward area, and the development of oil fields by a foreign company. It enlarged 
the scope of its enquiry by making a rapid study of labour conditions in Iran and Iraq. 

After tracing the development of the Abadan refinery, the report goes on to consider 
the problems confronting the Anglo-Iranian Company. The refinery, situated in the 
heart of the desert, has had to employ an illiterate population, unfamiliar with the 
nature of industrial civilization; the Bakhtiari Nomads make up the great bulk of the 
labour force of the Anglo-Iranian Company. 

The ILO mission made a study of labour conditions, the development of social 
services, the local union movement and its influence on a people with no experience in 
trade unionism. 

The Anglo-Iranian interpretation of the 1946 Iranian Labour Act is fairly favour- 
able to its employees. Manpower training services have proved an absolute neces- 
sity and workers seem anxious to improve their skill. The Company has established a 
technical institute for senior employees in Abadan and the best workers are sent to 
Great Britain for specialist study. Social services have expanded considerably since 
1941; as regards health services, despite the efforts made, there are still far too few 
hospital beds for the size of the population. The Company is responsible for some of 
the public services in Abadan and contributes towards the education of the population. 

With regard to trade unionism in Abadan and the country as a whole, it appears 
to be a radical movement and is accordingly distrusted by employers. The demands 
of wage-earners at present centre mainly round housing conditions. Lack of unity in 
the trade union movement impairs its prestige. The two main central organizations 
are the ESKI and the EMKA but unions for oil workers form an independent body. 

The report concludes with a description of the general characteristics of the country, 
conditions in the oil industry in Iran, social problems, and the policy of the Anglo- 
Iranian Company. The interest of the report is enhanced. by photographs of the 
Anglo-Iranian Company’s factories, etc. 


Textiles Committee. Record of the Second Session (Geneva, October-November 1948). 
Geneva, 171 pp. (no price). Part I of the Report deals with the composition of 
the Textiles Committee, while Part II is a record of the proceedings of the seven 
plenary meetings. 

The first meeting was taken up with procedural matters and the general discussion was 

not opened until the second meeting. In a succession of addresses, representatives of 

employers, workers and governments gave an account of the position of the textile 
industry in their respective countries. It would be impossible to summarize briefly the 
substance of these addresses, each of which dealt with one particular problem or coun- 
try. However, the general conclusion that may be drawn is that textile production 
in 1947 showed a marked increase over production in 1946. The pure and simple 
problem of increased production was relegated to the background and delegates were 
concerned primarily with the organization of the market and the collection of more 
detailed information. One British delegate drew the attention of the Committee to 
the dangers of the American policy of reviving Japanese industry. But the overriding 
consideration was the desire to devise ways and means of improving living and working 
conditions and by so doing to contribute to the general welfare. A general campaign 
in international co-operation was recommended for this purpose. 

After the exchange of information on which the general discussion was based, the 
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Committee adopted the report of the sub-committee on Employment, bearing mainly 
on the training of workers and the recruitment 'of manpower. The Committee also 
adopted various resolutions concerning professional training, the recruitment of man- 
power and labour conditions of workers living in frontier regions; the foremost consider- 
ation was improvement of workers’ amenities and the framing of a full employment 
policy. A resolution relating to Japan reflects the Committee’s apprehensions and 
desire to secure additional information. The last resolutions adopted are of a more 
technical nature and relate to the health of workers. The Committee, though acting 
in a purely advisory capacity, endeavoured to carry out work that would be of 
immediate practical benefit. 


Textiles Committee, Third Session, Lyons 1950, General Report. Geneva, 1950, 165 pp. 
The present report deals with the first item on the agenda of the Textiles Committee of 
the International Labour Office. Consideration is given to: action taken by the ILO 
and by governments in implementation of the resolutions adopted by the Second 
Session of the Committee; studies and enquiries organized by the ILO, with two short 
reports on occupational diseases and on methods of reducing noise in factories; and 
lastly, recent trends and progress in the industry. A series of statistical tables, set out 
under the headings, machinery, production and manpower, show the development of 
the textile industry in various countries. 

The greatest space is devoted to the action taken in implementation of resolutions, 
each of which is dealt with in turn; special mention should be made of the problems 
of professional training and recruitment of manpower, in which connexion the various 
solutions adopted by governments are compared at length. 

The enquiry on occupational diseases covers the main ailments, such as diseases of 
the skin, diseases due to the inhalation of dust and poisoning and mule spinner’s can- 
cer; it draws attention to the inadequacy of present protective measures and of medical 
supervision. Workmen’s compensation should be provided for certain risks to which 
workers are exposed and the list of textile industries which may give rise to such troubles 
should be extended. 

The information elicited by the enquiry on the reduction of noise in factories is 
still fragmentary. 

The Committee then turned its attention to developments in the textile industry. 
After a marked increase in production throughout the world, 1948 showed a decline in 
textile activity in certain countries, owing to shortages of manpower and raw materials, 
This recession was particularly noticeable in the United States of America, but was 
followed by a certain recovery in 1949. 

The exhibitions held in Manchester in October 1949 and Atlantic City in May 
1950 give some idea of the improvement of machinery. The Swiss exhibited high- 
quality but expensive machinery. As Great Britain manufactures special types of 
material, it is obliged to restrict the development of automatic looms. 

Stress is laid on the influence of wages on increased production (report of the 
“Cotton Manufacture Commission’’). 

The manpower position is considered in relation to unemployment and labour 
shortages and to such special factors as instability and absenteeism. 

Mention is also made of labour-management collaboration, with special reference 
to Great Britain. ; 

In conclusion, the report deals with the importance of the integration movement ir 
the textile industry, particularly in the United States of America, and with the average 
level of consumption in 1948-49, showing a per caput decline of 15 per cent in com- 
parison with pre-war figures. 


Basic Problems of Plantation Labour: Committee on Work on Plantations, First Session, 
Bandoeng, 1950, Geneva, ILO, 1950, 166 pp. (no price). 

The volume marks the culmination of much preparatory work undertaken under a 

resolution of the Asian Regional Conference (New Delhi, Oct.-Nov. 1947), with a view 

to providing the Committee on Work on Plantations with a basis for discussion for its 

first session. Documentation was collected by means of a questionnaire despatched 

by ILO to 27 Governments, 16 of which replied, the gaps being filled by information 
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from other sources. Moroever, although it was intended at the outset to deal mainly 
with the major plantation crops (tea, coffee, rubber and sugar), information relating 
to other crops was also included. Thus the report outlines the essential problems 
commen to all plantation workers. The information has been set out in 11 chapters 
dealing respectively with the following points: general background, recruitment and 
' engagement of labour, regulation of employment, conditions of work, employment 
- of women and children, wages, living conditions, health and social security, educa- 
' tional and training facilities, labour relations and inspections. The conclusions draw 
- attention to certain basic issues which might usefully be discussed by the Committee. 


Social Security: An international study, Geneva, 1950, pp. 280 ($1.50). 

This study deals with the various national social security schemes in force in 45 Member 
States of the International Labour Organization. Its aim is to complete the brief 
analysis of legislation and practice in this field contained in the report prepared for the 
34th session of the the International Labour Conference, which included a question- 
naire to Member States. 

The present study is in two parts: the first contains a brief examination and com- 
parison of the various national social security schemes. The second is a summary of the 
legislation of each country. The first chapter of each part studies the field of appli- 
cation of social security from the point of view of the risks covered and the persons 
protected; the second part presents the data concerning the fields of application in the 
form of tables, showing for each country the category of persons protected in each of 
the 16 cases examined, as well as the organizational principles utilized: compulsory 
insurance (O), public service (P), social assistance (A), or optional subsidized insurance 
(F). The second chapter of each part deals with a definition of the risks covered and 
the system of loans. In principle, the data relate only to general social security schemes, 
or to special systems for agricultural wage-earners and persons working on their own, 
but they are also given in the case of countries in which there is only one scheme cover- 
ing the type of risk in question. The two last ‘chapters of each part set out methods 
of organizing and financing social security schemes in the countries studied. The 
study is brought up to date to 15 July 1950, but a complementary section gives infor- 
mation on the new regulations in force in the United States during August 1950. 


Social Security. Regional Conference of the Near and Middle East, Teheran, April 1945, 

Report No. III, Geneva, 1950, 79 pp. (No price). 

The report begins by pointing out the deficiencies of the economic situation in the Near 
East. Industrialization is still in the embryonic stage. The population, which lives 
in a state of poverty and under very primitive conditions, is strongly attached to the 
soil, The chief aim of the 1951 Conference is to ensure the protection of public health 
and the institution of a workable Social Security scheme. 

The report goes on to examine in some detail social legislation in the countries con- 
cerned, Afghanistan, Egypt, Greece, Hashemite Jordan, Iraq, Israel, the Lebanon, 
Persia, Saudi Arabia, Syria and Turkey. In Saudi Arabia, social legislation is 
entirely non-existent, according to the information received. 

Considerably bigger projects are on hand in almost every country, especially for 
social insurance. 

These projects will be examined at the 1951 Conference, particularly from the point 
of view of the nature of the region concerned and of its social security needs; these two 
ag _ subjected to an analytical study in the report, bearing on the whole of the 

ear t. 

The report concludes with a more theoretical survey of the conditions in which 
social security should develop in the Near and Middle East. A plan is outlined: 
general principles, medical care, social insurance and its extension, financial direction, 
administrative direction. 

It would appear urgently necessary to institute a social security scheme, in order 
that the standard of living of these regions may be improved. 


Systems of Social Security: New Zealand. Geneva, 1950, 66 pp. ($0.40). 
This publication is the first of a series of handbooks on systems of social security prepared 
from information provided by Governments according to a plan drafted by the ILO. 
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After an introduction on the structure of the Social Security Scheme in New Zealand, 
the publication goes into detail concerning the scope of protection, lists the contingen- 
cies covered, and studies the extent of benefits according to the following general plan: 
(1) maternity; (2) child maintenance; (3) conditions requiring medical care; (4) main- 
tenance of community health; (5) incapacity for work; (6) unemployment; (7) old 
age; (8) funerals; (9) death of breadwinner; (10) other contingencies. The work 
concludes with a description of the administrative, legal, medical and financial 
organization of the scheme. 


Petroleum Committee. Record of the Second Session (Geneva, November 1948). Geneva, 

1950, 146 pp. (no price). 

The ILO Petroleum Committee, consisting of representatives of employers, Govern- 
ments and workers from 12 countries, has held its Second Session. The agenda 
included firstly the action taken in the various countries in the light of the resolutions 
of the First Session, the steps taken by the Office to follow up the studies and enquiries 
proposed by the Committee, and recent events and developments in the petroleum 
industry; there was also discussion of industrial relations, trade union rights, collective 
bargaining agreements and the settlement of disputes. 

The Committee held 10 plenary meetings, during which it discussed the general 
report prepared by the Office and the reports submitted by the three sub-committees, 
At each of the 10 meetings, the workers’, governments’ and employers’ representatives 
spoke in turn, and it was obvious that their points of view were divergent; thus, for 
example, the representative of the United Kingdom workers attacked the social policy 
of the big U.K. petroleum companies, which was in turn defended by the employers’ 
representative. All, or nearly all, however, agreed that production was insufficient, 
in view of the growing importance of the petroleum industry in a country’s economy; 
indeed, it is that industry which is responsible for the prosperity of Venezuela and of 
certain Iranian towns. 

The workers’ representatives unanimously asked for a restriction of working hours 
and the application of security measures. 

At the third sitting, the Iranian workers’ representative prevented a dissident 
report, but it was refuted at the sixth sitting by the representative of the Government 
and the delegate of the Anglo-Iranian Oil Company. After a discussion in the eighth, 
ninth and tenth meeting, the various projects on occupational training, security and 
working hours were adopted. 

The appendices include the discussions on the various draft resolutions relating 
to the following questions: general education and vocational] training; professional 
qualifications; recruitment; workers’ and employers’ organizations’ contribution 
to labour problems. They also give the final text of resolutions adopted by the Com- 
mittee on the foregoing questions, as well as on security measures and hours of work, 
which it is desired to fix at 40, taking world needs into account. It may be noted that 
the principle of 24-hour rest periods was also adopted. 


International Association for Social Security (roneographed pamphlet issued by the Secre- 
tariat of IASS), Geneva (July 1950) 132 pp. 
The Secretary-General of IASS (appointed by the Executive Committee of IASS in 
Geneva, after consultation with the Director-General of ILO) publishes a collection 
of leading articles previously printed in the JASS Bulletin in 1949 and 1950. Ten of 
these articles by authorities on social security describe the treatment of this question 
(and of social insurance) in the various countries (Guatemala: Dittel, Mexico: Cha- 
vero, Poland: Krygier, Lebanon: Assha, Peru: Fernandini, Turkey: Soykan, Haiti: 
Lescouflair, Austria: Melas, Iceland: study submitted by the Icelandic Institute for 
Social Security, Japan (pre-war and post-war): Rohrlich). The eleventh article, by 
Mr. Maseli (Italy), deals with the social protection of migrant workers (The social 
protection of migrant workers is an international problem; spontaneous and organized 
emigration; present tendency of Italians to emigrate; measures taken by the Italian 
Government to ensure the social protection of migrant workers; principles on which 
international action should be based; suggested measures to ensure social protection 
for migrant workers; basic problems; protection for families who have remained in the 
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home country; protection for repatriated workers; equal distribution of expenses 
between emigration and immigration countries; transfer of funds; conclusions). 


Bulletin of the International Association for Social Security, published by the Secretariat of 
the IASS, Geneva (Year III, Nos. 10-11, October-November 1950), 87 pp. 

The Bulletin of the I[ASS—an international association of social security administra- 
' tors (founded in 1927 under the auspices of the ILO), grouping together social security 
| institutes, social insurance offices, mutual insurance offices, and government depart- 
ments responsible for the administration of social security—contains reports on the 
historical evolution and present stage of development of social insurance in the Nether- 
lands and Rumania. IASS also describes ‘the first international seminar on Social 
' Security (Rome 1950) and its work (history and evolution of social security, psycho- 
logical aspects of social security, social security systems in northern countries, organiza- 
tion of medical treatment, centralization and decentralization in social security admini- 
stration, compensation for industrial diseases, existing problems of vocational readapt- 
ation, social security in Italy). Further, the Bulletin contains up-to-date information 
on IASS, a section devoted to international and national documentation, an historical 
section (“in the dust of archives”’: the first social security legislation in Brazil, the train- 
ing of staff for social security institutes at the beginning ef the twentieth century in 
Germany and Austria-Hungary, old-age and disablement insurance in Italy, begging 
or social security, the initial stages of social security in Finland), and a review of 
recent literature on the subject. 


Foop AND AGRICULTURE ORGANIZATION OF THE UNITED NATIONS 


A Nutrition Programme for Egypt by W. R. Aykroyd and F. W. Clements, (April 1950), 
31 pp. 

The Ministry of Health in Egypt appealed to the Food and Agriculture Organization 

and to the World Health Organization for advice on nutrition policy. The heads of 

the nutrition sections in these two Specialized Agencies, after a tour of Egypt, de- 
scribed all aspects of the situation in their joint report, which falls into three main sections: 

(1) General survey of the nutrition problem in Egypt. 

(2) Measures to improve nutrition (general and special measures: school feeding, the 
feeding or labour groups, education). 

(3) The Organization of nutrition work (National Nutrition Committee, National 
Nutrition Institute, nutrition research in centres other than the National Nutrition 
Institute, the employment of nutritionists). 

On this broad basis, the authors formulate concrete recommendations covering all 

aspects of the nutrition problem in Egypt. 

In the appendix, the authors give the calory requirements of the population, cal- 
culated according to the system recommended by the Committee of Experts of the 

Food and Agriculture Organization (September 1949). 


The Work of FAO 1949-50 (Council of FAO, Tenth Session, 25 October 1950, Washing- 
ton) Foreword. FAO Yesterday and Tomorrow. Part I. Organization-wide 
Developments (CL 10-3, 20 September 1950, 50/1839), 28 pp. 

In the foreword to his report, the Director-General of the Food and Agriculture Organ- 

ization tries to see in some perspective what has been done by the Organization in the 

~ years since its establishment and to look ahead to the needs and possibilities of the 
uture. 

World events are a warning that the nations have as yet done far too little to remedy 
the causes of world unrest, and prove beyond a doubt the need for intensified economic 
and social action by FAO and other international agencies. Underlying political and 
military problems are economic and social ones, and the more fully they can be solved 
the nearer will the world be to peace. It appears essential to make our present tech- 
nical knowledge available everywhere to bring about more efficient use of the land, 
to maintain and increase the productivity of soils now in cultivation, to restore to 
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maximum production land that has been neglected, and to introduce better equipment 
so that farmers can produce far more in a day’s work than they do now. 

However, it is not enough merely to carry out the programme of technical assistance, 
which cannot be made to work unless other things are done too (e. g., reform of the land- 
holding and tenancy system; public investment in agriculture; international agree. 
ments to safeguard producers against excessive price fluctuations; collaboration be- 
tween agricultural science and medical and nutritional science; adequate expansion 
of industry, transport and trade, etc.). 

The report deals in more detail with the part played by FAO in the relief and rehabili- 
tation operations in Korea; the adoption of the expanded programme of technical 
assistance, involving a considerable extenston of FAO’s activities; and lastly the tech- 
nical and administrative problems resulting from the transfer of FAO’s headquarters 
from Washington to Rome. Another section dealing with the landmarks of FAO 
describes the most outstanding successes of FAO towards enabling millions of human 
beings to be better fed, clothed and housed (missions, surveys, agreements, technical 
assistance work, statistics, international conferences, consultations, joint working 
parties, seminars, framing and co-ordination of national and international policies, 
programmes and aims). 

In Part I of the report, the Director-General also deals with: civilian relief and 
rehabilitation in Korea; the programme of work for 1951; the regional offices of FAO 
in Rome for Europe (with a sub-office in Geneva), in Cairo for the Middle East and in 
Bangkok for Asia and the Far East; relations with the United Nations Regional Econo- 
mic Commissions; the continuing needs of children; relations with non-governmental 
organizations and the revision of the constitution, rules of procedure and financial 
regulations. 


Perspectives et situation mondiales de l’alimentation et de l’agriculture, 1950, Washington (U.S.A), 

October 1950, 95 pp. ($1). ; 

This report gives a synthesis of the prospects for agriculture and food in the 1950-51 
campaign. The influence of the Korean conflict on the level of world prices is empha- 
sized, as are the repercussions of American rearmament on international exchanges. A 
rise in American imports will increase many countries’ dollar holdings. The defla- 
tionist trend in Belgium and Germany has decreased; following the resurgence of 
industrial activity, the countries which are food exporters have met with increased 
demand. The possibility of inflation in the United States might have an influence on 
the countries outside the dollar zone comparable with that of the 1949 devaluations. 

The report then deals with the prospects for food and agriculture under regions and 
products. It seems that the world’s food resources are only very slightly higher than 
those of 1949-50. The increase in production scarcely covers the needs of the world’s 
population increase. The intensification of economic activity will lead to increased 
purchasing power, and there will be a general tendency towards a rise in prices, owing 
to demand outrunning supply, except possibly in the Near and Far East. In certain 
products, supply is no longer equal to demand; this applies to rubber. However, the 
renewed manufacture of synthetic rubber will somewhat reduce the pressure of demand. 
A quota system should be considered for certain products. 

The third part of the report analyses the demand for agricultural products in 1949- 
50; production was more or less the same as in 1948-49, but the trend towards lower 
prices has nut been maintained, and the level of agricultural prices is still very high 
compared with pre-war. Taken as a whole, growers’ incomes have been maintained. 
With regard to international exchanges, the report states that activity has been the 
same, except for increased activity in cotton, and reduced activity in corn. There was 
a reduction in imports from the American continent during the 1949-50 campaign, but 
the trend has since been reversed. 

The report is followed by a series of tables illustrating certain points mentioned in 
the report concerning international exchanges and the repercussions of devaluation 
in 1949. In particular, mention should be made of a table of consumption and 
nutrition in various countries. 
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UniTep Nations EpucaTIONAL, SCIENTIFIC AND CULTURAL ORGANIZATION 


Report of Meeting of Experts on the Study of International Conferences (15 and 16 December 
1949); (Unesco/SS/SIC/Conf. 3/3, 5 January 1950), 9 pp. and Annex. 

In pursuance of resolution 4.41, adopted by Unesco’s General Conference at its Second 

Session (1947) and reaffirmed at its Third (1948) and Fourth (1949) Sessions, instruct- 

ing the Director-General to “encourage and assist the study by social scientists in all 

Member States of the problems which arise within their respective fields from recent 

developments in international collaboration”, Unesco’s Department of Social Sciences 

organized a meeting of 11 specialists with a view to planning a systematic programme 
of research on problems of international conferences. (Cf. doc. Unesco/SS/SIC/8, 

10 prov. and 11 prov.). Three exploratory surveys had already been conducted in 

1949, namely: on the United Nations Commission on Human Rights, on the Second 

World Health Assembly, and on the working committees of the Economic Commission 

for Europe. 

In the light of the conclusions of these exploratory surveys and of various other 
practical observations (cf. International Social Science Bulletin, 1950, Vol. I1, No. 1, pp. 104 
et seqq.), the experts, in discussing the basic considerations which should govern the 
selection of problems for investigation, reached substantial agreement on the following 
propositions : 

(1) Criteria for the selection of research problems: these should be: (a) their importance in 
terms of the possible application of research results to the improvement of the con- 
ditions of international conference operation, and (b) their feasibility in relation 
to available methods, facilities and research personnel. 

(2) Scope, method and sources of data: the initial research should be limited in scope. 
With regard to method, historical and documentary analysis should be combined 
with systematic observation and interviewing. 

(3) Arrangements for field research: each research team, comprising at least three full-time 
experts (preferably a political scientist, a social pyschologist, and an experienced 
specialist in international administration), should have enough time (3-12 
months) to enter into extensive contact with the secretariat of the organization 
concerned, and should have access to documentation. 

(4) Types of problems for analysis (in order of priority): conference mechanics, the role 
of the Chairman and the Secretary, the behaviour of different types of delegates, the 
influence of publicity, the impact of procedural devices, and methods of correlating 
Specialized Agency programmes and budgets. 

(5) Research under extra-conference conditions (universities; private clubs; human factors 
in industry; labour, management or community organizations, etc.). 

Finally, the experts made suggestions regarding the next steps to be taken in the field 

of research, Unesco publications, and demonstration studies to be conducted with the 

assistance of a small international advisory committee of experts. 


Report of the Committee of Experts responsible for preparing the plan of the Scientific and Cultural 
History of Mankind (12-16 December 1949), (Unesco PHS/Conf. 6/1, 24 January 
1950), 13 pp. 

In implementation of resolution 5.6. adopted by the Fourth Session of the General 

Conference of Unesco (1949), an International Committee of Experts responsible for 

preparing the plan of the Scientific and Cultural History of Mankind met in Paris 

under the chairmanship of Professor Florkin and in the presence of six other experts 
invited by the Director-General of Unesco. The Committee had at its disposal the 
report presented by Professor Febvre (ICP 3, Annex 4), the report by Professor Ozorio 
de Almeida (Unesco/PHS/W/7) and the report on the position of the Project as at 

30 August 1949 (4C/PRG/9). 

In its recommendations, the Committee emphasized that it was proposed to pre- 
pare a work on the history of mankind which should contribute powerfully towards the 
mutual understanding of all peoples in the present, on the basis of their achievements 
and co-operation in the past. 

The plan elaborated by the Committee recalls in its first part (General considera~ 
tions) certain fundamental knowledge about Man and the world in which he finds 
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himself (physical anthropology, ethnology, social anthropology, the languages of 
mankind, and psychology) ; in its second part (The contribution of successive ages of 
man to the growth of civilization), it deals with the stages in humanity’s progress in 
social organization and control over, and understanding of, nature. The third part 
deals with the Mutual indebtedness of all cultures, i.e., the transmission of all branches 
of human knowledge, practice and experience (media; technologies; natural sciences; 
magic, sorcery and the pseudo-sciences; social and humanistic sciences and their appli- 
cations; philosophical systems; religious thought and experience; and the arts). The 
fourth part outlines the Characteristics of the main historical cultures and civilizations 
(describing the main lines of the world-outlooks characteristic of each of the great 
cultures and civilizations). The fifth and last part provides a synthesis and conclu- 
sions (The two themes: The progress of mankind, the mutual indebtedness of all 
peoples; The fact and the aim: The establishment of a unitary world civilization; 
The problem: What are the elements from all the civilizations which ought to be 
combined in the unitary world civilization?). 

The preparation of the work, comprising six volumes of approximately 500 pages 
each, would be spread over at least three years (1951, 1952, 1953). 


Covenant on Human Rights (attitude to be adopted by Unesco and possible proposals to be 
submitted to the competent organs of the United Nations), Unesco Executive 
Board, Nineteenth Session (19 EX/44, 17 February 1950), 5 pp. 

After referring to the UN General Assembly resolution 217 E (III) of 10 December 

1948 on the subject of the “draft Covenant on Human Rights” and to the discussions of 

the Commission on Human Rights, which raised the whole question of economic and 

social rights, the Director-General of Unesco briefly outlines the duties which Unesco, 
as a Specialized Agency, should fulfil in this field. As it is Unesco’s function to advise 
the UN on all the educational, scientific ‘and cultural aspects of matters of concern to 
the latter, Unesco will have to give an opinion on the alternatives of including those 
rights in the Covenant or of laying down regulations concerning them in separate 
conventions. Unesco might have to suggest to the competent organs of the United 

Nations the precise wording of articles to be inserted in the draft Covenant. Unesco’s 

General Conference is the body responsible, at the appropriate time, for issuing spe- 

cific directives on the substance of the problem of economic and social rights, and the 

Director-General proposes, pending the issuing of those directives, to authorize 

Unesco’s representatives working with the competent organs of the United Nations to 

reaffirm the Organization’s paramount interest in the rights concerned (Articles 26 

and 27 of the Universal Declaration), and in any provisions of the Covenant derived 

therefrom. Unesco will, in due course, submit a detailed report on activities which it 
has undertaken in this field. 


Co-operatives and Fundamental Education by CotomBain, Maurice, Paris, 1 September 

1950, 167 pp., Index (60 cents). 

In beginning in 1948 to plan background studies which might help fundamental 
educators, it became clear to Unesco that attention should be directed in the first place 
to economic factors and forms of organization. Co-operative organization was selected 
as the first topic. Experience shows that the first concern of co-operators (from the 
“Equitable Pioneers” of Rochdale to the African co-operators) has always been to 
procure for themselves and for their children the means of education; the co-operative 
enables both technical and economic progress and education to penetrate into the heart 
of the backward populations; through its working alone, it has contributed to the 
intellectual, moral and civic training of their members. 

This work by Mr. Colombain (until recently Head of the Co-operation Division 
of ILO) presents an account of about 45 reports of experiments in co-operation, chosen 
more or less at random from all parts of the world. The reports have been presented 
in the order in which the problems arose, without any attempt at achieving a perfect 
balance. They were prepared partly on the basis of personal observation, and for 
the most part on the basis of documents collected by ILO. 


The Mexican Cultural Mission Programme, by Hughes Lloyd H., Paris (Monographs on 
Fundamental Education, III), 25 November 1950, 76 pp., (45 cents). 
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This report is the result of a survey made in Mexico on behalf of Unesco by Mr. Hughes. 

In 1921, education, until then largely supported and controlled by the Church, was 
turned over to the laity. There were numerous problems to be solved : rural schools 
to be created, teachers to be selected and trained, curricula to be drawn up. In 1923, 
the first cultural mission visited isolated rural centres, recommended the type of teach- 
ing to be given in schools and arranged for training courses; jyet despite the extreme 
speed with which equipment was provided and education developed, the missions 
were much criticized. 

In 1942, the cultural missions were reorganized and were expected to popularize 
education and to give practical instruction in economic, health and social matters. 
There are four chief types of mission, each with different experts, and they remain in 
the district for varying periods. These missions include among their staff nurses and 
midwives, and teachers for domestic work, masonry, engineering, music, etc. The 
success of the missions varied from one region to another. 

In Puebla, despite favourable conditions, results were inadequate in the fields of 
agriculture and health. At Miguel Silva Macias failure was total, owing to a volcanic 
eruption which ruined the village and caused emigration under very bad conditions. 
Efforts during 1948-49 were mainly concentrated on improving the rural economy 
—cattle-raising methods, and increase in yields; on health—development of rudimen- 
tary medical education and precautions with regard to drinking water, and on protect- 
ing family life, particularly the legal status of women. An attempt was also made to 
organize recreation and sport: regional dances, team games, etc. Finally, a great 
effort was made to improve the country’s material well-being: roads, bridges, 
electrification, model houses. 

Results up to the present are considerable but still inadequate. The essential prob- 
lem arises from the lack of competent personnel, since many qualifications are re- 
quired, recruitment is purely voluntary, salaries are rather low and work guaranteed 
over too short a period. 

Moreover, certain Indian tribes are still very primitive, and routinism and inertia 
must still be combated throughout the country. The greatest efforts will, however, 
be made. The document concludes with some statistics on the work of the missions. 


INTERNATIONAL CrviL AVIATION ORGANIZATION 


International Civil Aviation Organization, Report of the Council to the Assembly on the 
Activities of the Organization in 1949 (ICAO document 6968/A4-P/1, March 1950, 
143 pp-)- 

The President of the Council of ICAO presents for 1949 a report covering far more 

than the activities of ICAO: unlike previous reports, it reviews the whole field of civil 

aviation for the year 1949. The contents are grouped in the following chapters : 

(1) The year 1949 in civil aviation. 

(2) External relations of ICAO (with Member States, other States and with govern- 
mental organizations). 

(3) Meetings held in 1949 and programme of meetings for 1950. 

(4) Technical questions (international standards, recommended ‘practices and pro- 
cedures, accidents, aerodromes, air routes, communications, meteorology, personnel 
medical programmes, etc.). 

(5) Economic questions (facilities of international air transport, ‘statistics, taxation 
problems, insurance, international air mail, etc.). 

(6) Financial and technical aid through ICAO in the provision of air navigation facili- 
ties and services (general policy, individual action, studies undertaken). 

(7) Technical assistance for economic development (development of the UN programme 
action by the Council of ICAO, the place of ICAO in the Technical Assistance 
Programme, etc.). 

(8) Legal questions (work of the Legal Committee, conventions on private international 
air law, amendments to the Chicago Convention, collection of national aviation 
laws and regulations, privileges and immunities, legal studies by the 
Secretariat, etc.). 
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(9) Organization and administration (organization, personnel, training programme, 
library, information and publications, languages, finance, etc.). 

The Appendices give particulars regarding the present state of the Chicago Agree. 

ments, the composition of Committees in 1949, the participation of States and organi- 

zations in ICAO meetings, the statistical work of ICAO, etc. 


INTERNATIONAL MONETARY FuND 


Annual Report of the Executive Directors for the fiscal year ended 30 April 1950. Washington, 
160 pp. (no price). 

The world economic situation during the past year was dominated by devaluation and 
its consequences. The first part of the report deals in detail with its effect on mone. 
tary techniques and the evolution of the world exchange mechanism. The second chap. 
ter introduces us directly to the Fund, with a summary of the exchange policies of the 
member countries and the exchange rates actually established. Exchange restrictions 
are analysed from the point of view of efforts made to re-establish multilateral converti- 
bility and trade; the note on the plan for the European Payments Union shows the 
IMF’s interest in the problem of the dollar shortage. On the other hand, the Fund’s 
gold policy is mentioned only briefly, since its original trend has not been changed, 
After listing the Fund’s trénsactions and summarizing the administrative, constitu- 
tional or budgetary changes made during the year, the report concludes with a full 
reproduction of the basic documents and a detailed analytical index. 


Wor.Lp HEALTH ORGANIZATION 


Observations on the nutritional status of Arab refugees (February/March 1950), by F. W. 
Clements, M.D.; 30 pp. 

In his report on his visits to the principal areas where Arab refugees have been collec- 
ted—Gaza, Palestine (Jerusalem-Jericho) and the Lebanon—the Chief of the Nutrition 
Section of the World Health Organization describes the general aspects of the problem. 
He lays down criteria of nutritional status, and makes detailed comments on each of 
the above-mentioned territories, accompanying them with statistical tables. Thi 
enables him to discuss the question very thoroughly and to formulate both conclusions 
(in genera] the nutritional status of the Arab refugees was reasonably satisfactory) and 
recommendations (the establishment ‘of summer and winter ration scales, and the 
distribution of Unicef rations for children). 


Refugee physicians and world shortage of medical personnel, Communication received from the 
International Refugee Organization; WHO, Executive Board, Sixth Session (EB 
6/46, 8 June 1950), 3 pp. . 

The International Refugee Organization draws the attention of the Executive Board 
of WHO to the serious problem of the world shortage of physicians and other health 
personnel, and to the existence in the world, at the same time, of large numbers of 
qualified and competent physicians and allied health personnel who, by reason of 
national Jaws relating to the practice of medicine, cannot utilize, in the countries 
of their present residence, the skills and experience which they have acquired. 

This health personnel (doctors, dentists, pharmacists and others) form a part of 
the so-called residual group of IRO, whose members are not able to be resettled under 
mass resettlement schemes, which are usually applicable to those whose skills are either 
manual or connected with agriculture or industry in general. 

IRO, therefore, emphasizes the existence of this anomaly and urges that WHO’s 
Member States adopt such legislation as would enable the services of such personnel, 
who are at present classified as “displaced persons” under IRO’s mandate, to be satis- 
factorily utilized. 


The psychiatric aspects of juvenile delinquency, by Dr. Lucien Bovet; (WHO/Int/Ment/2, 
8 June 1950), 121 pp. (French text). 
The group of experts which met at Lake Success in 1949 to advise the Secretary-General 
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and the UN Social Commission on the working out and formulation of an appro- 
priate policy and programme for the prevention of crime and the treatment of offenders 
[Ecosoc resolution 155 (VII) C of 13 August 1948] considered that the problem of 
juvenile delinquency in all its aspects was of particular importance and that its study 
should be given priority. In view of the medico-psychiatric aspect of this study, the 
experts recommended that the World Health Organization be asked to co-operate. 
Consequently, WHO’s Director-General appointed Dr. Bovet,!Chief Medical Officer of 
the child guidance unit in the Department of Justice and Police in the canton of Vaud 
(Switzerland), to prepare a monograph on the psychiatric aspects of the etiology, the 
prevention and the treatment of juvenile delinquency. 

We have here a personal statement by Dr. Bovet, based on the observation of 
conditions during various journeys in Europe and the United States. In his intro- 
ductory remarks on the concept of juvenile delinquency, the author underlines the fact 
that the current legal notion (‘juvenile delinquency is what the law says it is”) corres- 
ponds to no clear psychological or psychiatric idea: the distinction between delinquents 
and non-delinquents, especially where juveniles are concerned, is not only arbitrary but, 
speaking more generally, often depends on quantitative, rather than specific quali- 
tative, factors. Hence it is often due to the special degree to which certain individual 
or social factors (themselves neither pathological nor specific) act in a given case, that 
an individual finds himself classified in the legal category of delinquents, although from 
the psychological point of view he cannot, or can hardly, be distinguished from other 
individuals who have avoided penal sanctions. 

The study is divided into four {parts: (1) The etiology of juvenile delinquency (evolution 
towards social adaptation; sociological, somatic and constitutional factors: consti- 
tutional psychopaths, intellectual deficiency, organic disease and disability; disturbances 
in the psychological development of the personality : qualitative defects of the superego, 
partial retardation of development, psycho-neuroses and psycho-neurotic symptoms, 
psychoses and the “psychotic reaction pattern” ; secondary social ‘factors: cinema, radio, 
the press, alcohol; conclusions: the psychological common denominator of delin- 
quency’s origin); (2) Preventive measures in juvenile delinquency (aims and functions of 
prevention: prevention in the sociological field; prevention in the field of somatic 
and constitutional factors; prevention in the field of disturbances in the psychological 
development of the personality; prevention in the field of secondary social factors; 
general conclusions on prevention and its means); (3) Treatment of juvenile delinquency 
(primum non nocere; observation; out-patient treatment; institutional treatment; 
“parole”; aftercare; training of staff; general conclusions on the treatment of juvenile 
delinquents); (4) Summary and general conclusions (the juvenile delinquent should be 
enabled to build up stable and secure human emotional relations, proof of his inner 
security, which is itself a foundation for his moral independence and consideration 
for others, and without which no human behaviour can be truly adapted to the demands 
of society). 


Maternal care and mental health by J. Bowlby, M.D., contribution to the UN programme 

for the welfare of homeless children (Int/Ment/4, 16 October 1950), 157 pp. 
At its Third Session in April 1948, Ecosoc decided to undertake a study of the needs of 
homeless children, i.e., of orphans or of children separated from their families for other 
reasons and requiring care from various institutions or social groups (refugees being 
explicitly excluded). The World Health Organization offered to contribute to this 
study from the stand-point of mental health. In his report, Dr. Bowlby, Director of 
the Child Guidance Department, Tavistock Clinic, London, gives the results of his 
surveys in France, the Netherlands, Sweden, Switzerland, the United Kingdom and the 
United States of America. In the course of his missions he found a general measure 
of agreement in regard both to the principles underlying children’s mental health and 
to the practices by which it may be safeguarded. 

The report is divided into two parts: The first part deals with the adverse effects of 
maternal deprivation, while the second describes the fight for its prevention. In Part ih; 
the author studies the origins of mental ill-health, reviews the effects of deprivation, 
raises theoretical problems and indicates provisional conclusions; he adds three appen- 
dices concerning the various studies (retrospective studies relating mental illness to 
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deprivation and broken homes; notes on Rorschach tests carried out in Geneva by 
Loosli-Usteri, and in New York by Goldfarb). In Part II, he speaks of the purpose of 
the family; of the psychiatric causes of family failure in Western communities ; of the 
prevention of that failure; of adoption and other similar methods; of the care of mal. 
adjusted and ill-educated children; of the administration of child care services, and of F 
problems for research. In the appendix, the author gives notes on statistical data, 
Both parts contain several statistical tables and a complete bibliography. 


The Economic Importance of Malaria in Africa, by G. Macdonald, M.D.; (WHO/Mal/6o: 

Afr/Mal/Conf/16, 24 October 1950), 17 pp. 
The Secretary of the Expert Committee on Malaria submits a detailed report by 
Dr. Macdonald, Director of the Ross Institute of the London School of Trepical Medi. 
cine and Hygiene, on the economic importance of malaria in Africa. The author 
emphasizes that the tremendous damage done throughout the world by the highly 
important disease of tropical malaria is known and recognized by economists every. 
where, although there is a school of thought in Africa which believes that in its most 
severe form it is relatively harmless to the economic and social welfare of the people, 
To this problem, the author pays special attention in his report; he studies in tum 
endemic and “highly endemic” malaria and its effect on the distribution of popula. 
tions, on movements of population, on agriculture, industry and transportation, on 
education and on social welfare. He concludes that the importance attached to this 
problem depends very largely on whether it is thought that economic and social changes 
in Africa are necessary and inevitable, or whether it is considered that Africa is des. 
tined to remain economically and socially unchanged. In the first contingency, health 
conditions are of major importance, and the same standard as those adopted in rela- 
tion to more advanced countries must be adopted in Africa. The author opts for 
this first alternative, and shows the disastrous effects of malaria in Africa. He sees in 
it a major impediment to progress in that continent, and concludes that the control 
of malaria is an essential concomitant of any organized social and economic 
movement. 

At the end of the report there is a complete bibliography of the problem studied. 





INTERNATIONAL CHILDREN’s EMERGENCY FUND 


Collaboration between Unicef and the United Nations Department of Social Affairs, Specialized 


Agencies, and voluntary organizations concerned with children. Executive Board (E/ICEF/ 


151, 2 June 1950), 31 pp. 
The Social Commission recommended that Ecosoc “take all necessary steps to ensure 
the uninterrupted continuation and development of the activities of the International 
Children’s Emergency Fund”, basing itself upon a number of principles including one 
which provides for the close co-operation of the Fund with the specialized agencies and 
non-governmental organizations concerned with children (doc. E/1678, paragraph 50). 

As a basis for the consideration of this question, the Executive Board of Unicef 
gives a summary of the present collaboration between Unicef and (a) the United Nations 
Department of Social Affairs and the interested specialized agencies and (b) voluntary 
organizations concerned with children. The report, therefore, falls into two parts. 

The first part deals with the present co-operation of Unicef with WHO, FAO and 
Unesco, as well as with the United Nations Department of Social Affairs and UNRWA. 
A description follows of the development of this co-operation, the formal machinery 
for co-ordination (particularly the Joint Unicef-WHO Committee), the levels of co- 
ordination. the co-operation on training, and general factors affecting co-ordination. 
Lastly, the problem is illustrated by three tables: I. Country child care programme for 
which advice has been sought from WHO and supplies are provided by Unicef; II. In- 
ternational project personnel agreed to by the governments, WHO and Unicef, for 
which Unicef has agreed to pay (situation up to 29 May 1950); III. Expert personnel 
of other Agencies assigned to Unicef regional offices on full or part-time basis. 

The second part of the report deals with the collaboration of Unicef with voluntary 
organizations, particularly combined operations with voluntary organizations engaged 
in international assistance. 
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The report has twoannexes. The first concerns Unicef assistance in supplies, train- 
ing and services (up to 27 May 1950), and the second concerns co-operation between 
Unicef and WHO. 


Report of the Executive Board of Unicef. Ecosoc, Eleventh Session (E/1737, 15 July 1950). 


49 PP. 

The report of the Executive Board of Unicef, submitted to Ecosoc, deals with the follow- 

ing subjects : (Cf. doc. E/1738): 

(1) Reports of the Executive Director (doc. E/ICEF/R. 67) and certain special reports 
(doc. E/ICEF/R. 34, E/ICEF/114/Add. 3, E/ICEF/132/Rev. 1 Add. 1, E/ICEF/ 
146-14.7-148-149-150). 

(2) Contributions. 

(3) Return to unallocated resources of unused allocations (Cf. doc. E/ICEF/139, 
E/ICEF/86 paragraph 26-31, E/ICEF/R. 61). 

(4) Summary of apportionments (in Asia and in Latin America) and allocations (com- 
modities, Palestine refugee mothers and children, supplementary child feeding in 
certain European countries, medical supplies and assistance to handicapped 
children in European countries, Iraq, Israel, freight). 

(5) Report of Joint Unicef-WHO Committee on health policy. 

(6) International children’s centre in Paris. 

(7) Report of the committee on administrative budget. 

(8) Continuing needs of children. 

There are three Annexes: I. Contributions to Unicef from all sources up to 23 June 

1950; II. Allocations of Unicef resources; III. Additional information received from 

National Committees for the United Nations Appeal for Children (Cf. doc. E/1589, 

E/1589 Corr. 1 and 2, E/1589/Add. 1). 


General progress report of the Executive Director of Unicef, (E/ICEF/155, 26 October 1950), 


The report contains comments by the Executive Director of Unicef on the following 
subjects: (a) resources and allocations, (b) the number of beneficiaries, (c) supplies 
(foodstuffs, soap, etc.) provided by Unicef, (d) Unicef’s activities in Asia, (e) its activi- 
ties in Latin America, (f) its activities in Europe, (g) its activities in the Middle East, 
(h) the future of “BCG” campaigns (in co-operation with the World Health Organi- 
zation), (i) group training courses organized or assisted by Unicef, (k) administrative 
arrangements with the World Health Organization, (1) co-operation with international 
non-governmental organizations, (m) resolutions of the Inter-Parliamentary Confer- 
ence, (n) meeting of the committee on administrative budget, (0) 1949 financial 
report, (p) exchange of communications regarding the question of Chinese represen- 
tation on the Executive Board and, (q) the action of Ecosoc and the General Assembly 
on the future of Unicef. 

Annex I contains the Agreement between Unicef and the World Health Organi- 
zation, and Annex II describes the procedure for WHO participation in the prepara- 
tion and execution of Unicef-assisted health projects. 


INTERNATIONAL REVIEW OF PERIODICALS 


I. SOCIAL STUDIES 
A. THE Various Soctat SCIENCES 
1. Organization of Research and Teaching in the Social Sciences 


“Government aid for the social sciences”. I. Planning, 11 December 1950, pp. 101-116. 
It is difficult to say what is the most urgent direction to give to scientific knowledge. 
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The events of the last 20 years have, however, given a strong impetus to the social 
sciences, by providing remarkable examples of human behaviour. The birth of the 
Social Science Research Committee after the war placed a kind of official seal on this 
discipline’s growing importance. The present report in “Planning” studies the part 
played by Government aid in the field of the social sciences, in research at the univer. 
sities themselves, and in the development of the disestablished universities: Oxford, 
Cambridge, Liverpool, the London School of Economics, Birmingham, Manchester, 
Liverpool and Glasgow. In conclusion, the report studies the long-term effects of this 
aid and asks whether it should and can continue to be given. 


Fretp (Mark G.). “The Academy of the Social Sciences of the Communist Party of 

the Soviet Union”, The American Journal of Sociology, September 1950, pp. 137-141. 
This Academy, which was founded by the Agitation and Propaganda Department of 
the Bolshevik Communist Party, is the highest of a series of institutions for the theoretical 
and ideological training of members and related personnel of the Party. It must not 
be confused with the Academy of Science of the U.S.S.R., a Governmental institution, 
or with the Party High School, whose task is to train the Party’s administrative person- 
nel. An analysis of the composition of the teaching staff and of the students reveals 
that the Academy follows the general line of ideological and theoretical stiffening 
noticeable since 1944, and especially since 1946. 


2. Social Psychology 


FarBer (Maurice L.). “The problem of national character: a methodological 

analysis”. The Journal of Psychology, October 1950, pp. 307-316. 
The development of the study of national psychology, due in part to the requirements 
of the international situation and in part to the evolution of cultural anthropology as 
such, leads to an examination of the difficulties encountered by that science. In the 
first place, the concept of the nation, in itself geopolitical, does not necessarily corres- 
pond to a cultural group. Moreover, the cultural modifications which occur with 
the passage of time are bound to involve profound changes in the “national character”, 
which must be borne in mind, even if, as is only natural, short-term fluctuations of 
mood are ignored. One may also wonder whether heterogeneity is not more important 
than national unity, whether actions by a governing elite may be put down to the 
national character, and whether a study of “national character” should not include 
a description of important social institutions. Despite this lack of precision, it is 
possible to establish a science of “national character’, and a method such as that used 
by Geoffrey Gorer offers interesting possibilities. 


ABERLE (David F.). “Introducing preventive psychiatry into a community”. Human 
Organization, Autumn 1950, pp. 5-9. 

The activities of the Human Relations Service, a body for preventive psychiatry, are 
aimed at providing the inhabitants of a Boston suburb with psychiatric help and at 
watching over their psycho-sociological well-being. The organization of this service 
met with countless difficulties; even its location raised delicate problems, owing to 
tension between the various residential quarters. Its relationship with the local 
Borough Council for Mental Hygiene was relatively straightforward, in spite of the 
latter’s rather too bold reorganization plans. By way of conclusion it may be stated 
that the establishment of fruitful local contacts requires a profound study of individual 
cases, while the staff of such a body should be clearly aware of the socio-cultural 
background. 


3. Anthropology 


Myprarski (Jan). “Reforma studiédw antropologicznych”. The Reform of anthro- 
pological studies. Przeglad Antropologiczny XVI, 4, 1950, pp. 312-319. 

This reform, undertaken as part of general university reform, aims at training qualified 

specialists, particularly teachers, more rapidly. For this purpose, biological studies are 

divided into two parts. The first, lasting three years, is intended to give a common 
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basic training to all biological students; at the end of these three years, some of them 
may become teachers; anthropology, as well as human anatomy and physiology, are 
included in the third year curriculum; practical work is obligatory for those taking 
the course. The second part of the studies, lasting two years, enables students to 
specialize in a certain branch, in particular in anthropology, which is built round the 
course in morphological anthropology. This course of studies concludes with the 
doctorate examination, including the presentation of a thesis. 


Barnouw (Victor). ‘Acculturation and Personality among the Wisconsin Chippewa”’. 
American Anthropologist, October 1950, 152 pp. 

To make up for the shortcomings of ethnological work, various techniques have been 
employed to devise a characteroiogical study of peoples. A people’s expression of 
personality, its behaviour, seems difficult to define. We may hope to do so by care- 
fully studying the historical development of groups in their mutual relationships. The 
author takes a very precise and very limited example, that of the Chippewa Indians 
of Wisconsin. He attempts to trace the main characteristics of their culture by con- 
trasting its various aspects with those of the neighbouring groups of Indians, especially 
the Cheyennes and Dakotas, thus establishing a basis for later developments in research. 
In the first part, the author presents the various aspects of similarity and differentiation 
between Chippewa and Indian culture in general; he analyses certain ways of living 
of the Indians of the plain (for example, co-operative technique), contrasting it with 
the atomistic constitution of Chippewa society, and concludes with a description of 
this tribe’s social activities during the “reserve” period. In the second part, he studies 
the individual in Chippewa society. From birth there is the fear and isolation, black 
magic, fear of personal demonstration, fear of the chiefs. Another element, that of 
bragging, intervenes in this cosmic suspicion. In concluding this part, the author uses 
the foregoing observations to draw a parallel between the Indian tribes, before passing 
on to the third part: the adaptation of the Chippewas to White authority. Relations 
between these two groups (contrast with the nearby Indian tribes) are generally peace- 
ful, neighbourliness engendering friendliness, in view of the fact that the Indian has 
learnt to know the strength of the Whites, although the latter “represent” only a small 
minority. The family, which provides the bridge between the individual and society, 
is the subject of J. Barnouw’s part IV: relations between children and parents, and 
their role in the formation of the attitude towards the “Big White Chief”. In this way, 
the author attempts interesting incursions into the psychological field: the biological 
isolation of the family, the Oedipus complex, reactions against parents and grand- 
parents, the myth of the “Big White Chief”, which may be contrasted with that of 
the “Big Brother’’ adopted in the study of Negro primitives and of colonized peoples in 
general. The author then attempts to define Indian psychology concerning the Whites. 
In the last part, he endeavours to contrast the culture of the tribes of the plain with 
that of the forest tribes, thus concluding the study of this very peculiar group, the 
Chippewas. 


B. Srupies oF SOcIETIES 


Dicxins (Dorothy). “The Southern Farm Family in an Era of Change”. Rural 
Sociology, September 1950, pp. 232-241. 
Habits of life of the farming families in the Southern States of the U.S.A. are affected 
by three kinds of change: (1) rapid technological development of agriculture; 
(2) increased urbanization; and (3) scientific discoveries and progress. ‘The former lead 
to increased income per head, to a reduction of requirements in female and child labour, 
and to the drift of the rural population to the towns, as well as generally influencing 
living habits. Scientific progress affects both feeding habits and rural equipment; 
particular mention should be made of competition from synthetic fibres, which may 
become exceedingly important for the economic future of this cotton-growing area. A 
detailed study of all these aspects of the problem is essential if the social structure of 
the region is to be more easily readapted and undesirable tension avoided. 
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SKRANABEK (R. L.) and PARENTON (Vernon J.). ‘Social Life in a Czech-American 

Rural Community”. Rural Sociology, September 1950, pp. 221-231. 
The social life of Snook, a Czech-American rural community in Texas, shows the 
characteristics of a traditional way of life based on agriculture. The social solidarity 
found there is due to ethnic homogeneity (97 per cent Czechs), to the fact that this is a 
community rather than a geographically and psycho-socially isolated society, and to 
existence of self-governing social organizations. Since 1884, when the Czechs arrived, 
there have been a few changes in their traditional behaviour, but American organi- 
zation of cultural and urban life has been accepted only to a very limited degree. 
Hence the traditional way of life continues to dominate the existence and attitude of 
each of the community’s inhabitants. 


FirtH (Raymond). “The Peasantry of South East Asia’. International Affairs, Octo- 
ber 1950, pp. 503-514. 

In view of the leading position occupied by the peasantry in the social structure of 
South East Asia, any programme of assistance must take into account the general facts 
brought out in the present study. This peasantry works with old-fashioned instru- 
ments and techniques, generally giving low yields. The excessive splitting up of 
holdings, especially in the deltas where they are concentrated, further aggravates a 
situation characterized by a very low income per head and strenuous work. The 
peasant units have an original marketing system, whose complexity is further increased 
by repercussions from the Western capitalist market. Contact with the West has also 
led to heavy indebtedness, frequently benefiting the Chinese or Indian minorities, and 
leading to considerable racial and political tension. As regards the ethnological 
aspect of the peasant problem, the author analyses social life in Malaya and Indonesia 
in greater detail. It is impossible to predict the future of these peasant masses. The 
colonial era is coming to an end and traditional structures are breaking up, but Com- 
munism, like nationalism, can succeed only if it satisfies the peasantry’s immediate 
aspirations. The stake is agrarian reform, but assistance from the Chinese minority 
may turn out to be effective in the conquest of South East Asia. In any case, the basic 
problem remains the raising of the technical and social level, and in this respect 
Communism alone cannot provide a solution. 


C. InpustRIAL RELATIONS 


GaRFIELD (Sidney) and Wuirte (William F.). “The Collective Bargaining Process: a 
Human Relations Analysis”. Human Organization, Summer 1950, pp. 5-10, and 
Autumn 1950, pp. 10-16 (to be continued). . 

Apart from the economic problem involved, the negotiation of collective bargaining 
agreements raises a problem of human relations, on account of its peculiar nature and 
procedure. The authors study this aspect in connexion with the American trade 
unions, basing themselves on the general organization and development of negoti- 
ations. They show by precise examples the role of the representative of the trade 
union centre, the need to make the routine clauses less rigid and to respect the status 
of the negotiators, the interaction of economic laws and human relationships and, 
lastly, the advantages of a conciliatory attitude with regard to the past. In any case, 
working relationships cannot be improved without a detailed study of the relevant 
questions in the course of negotiations designed to tone down emotional reactions. 


D. Pusiic OPINIon 


Centers (Richard). ‘Children of the New Deal: Social Stratification and Adoles- 
cent Attitudes”. International Journal of Opinion and Attitude Research, Autumn 1950, 
PP- 315-335- 

A survey by questionnaire was carried out in a high-school of New York State with a 

view to studying the relationship between socio-economic stratification and the social 

and collectivist attitudes of adolescents. The results show that young people evince 
more advanced social opinions when their parents belong to the lower strata of society. 

This tendency increases with age, especially in the extreme social categories, and may 
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| of the New Deal, which was bound to be felt by this generation. 











E. EpucaTION 


a FreeMAN (Frank S.). ‘The Study of Individual Differences in the Education of 


Teachers”. The Journal of Educational Psychology, October 1950, pp. 366-372. 
The scientific study of individual differences between personalities for educational 
purposes dates back less than 50 years. The author begins by rapidly sketching the 
history of research in this field, and goes on to show the importance of individual 
differences in the training of teachers and the development of their knowledge. All the 
contingencies of their background have some influence: heredity, family atmosphere, 
racial and national origins, socio-economic factors, organization of teaching, etc. Ina 
democracy, the individual responsibility of teachers in the formation of citizens can 


' never be too greatly stressed. 


Zeuics (Rose). ‘Children’s Concepts and Stereotypes of Polish, Irish, Finn, Hunga- 
rian, Bulgarian, Dane, Czechoslovakian, Hindu and Filipino”. The Journal of 
Genetic Psychology, September 1950, pp. 73-83. 

The aim of intercultural teaching is to give the child correct and critical knowledge of 

the culture of other peoples. The enquiry here presented, covering a group of 12-year- 

olds with a strong Jewish percentage in 1931 and again in 1944, aimed at studying the 
evolution of children’s ideas and fictions over a long period. Great similarity of thought 
was found in 1931 and in 1944, showing the need for intercuJtural teaching, of which 
some of the basic elements are set out in this study. The habit of mind of young 
Americans towards foreign cultures seemed in general less favourable in 1944 than in 


.1931, the Danes and the Czechoslovaks alone being more favourably judged in 1944 


than in 1931. 


II. INTERNATIONAL STUDIES 


A. INTERNATIONAL CO-OPERATION 


SrerpvuTI (Guiseppe). “La dichiarazione universale dei diritti dell’uomo.” 
Comunita Internazionale, April 1950, pp. 216-235. 

According to the concept of positive law, the individual is answerable only to 
his national jurisdiction. The adoption of the Universal Declaration of Human Rights 
marks the final abandonment of that principle in favour of the concept of civitas maxima, 
placed above national sovereignty; it shows how the international community of the 
twentieth century conceives the dignity and value of the individual. From the legal 
point of view, however, there is still no obligation on the various States to waive their 
right of jurisdiction in an internal matter in favour of an international court. It is 
therefore necessary to insert the Declaration in genuine international agreements, 
such as the Convention on Genocide, and to set up bodies to ensure its application. 
The Human Rights Commission is at the present time preparing a draft agreement, 
designed to replace the too vague definitions given in the Declaration, which is now 
considered as a mere starting point in this field. 


Ezx (Hilding). ‘National folkratt och internationell ratt”. Statsuetenskaplig Tid- 
skrift, 1950, vol. 4, pp. 298-323. 
According to Grotius, the first basis of law is a natural order which should lead to a 
world-wide organization, afterwards applicable to all social relations, including re- 
lations between peoples. It is on this principle that international private law has been 
built up. But, after a brief historical survey, the author shows the considerable differ- 
ences between national law and international law: the latter is not a law in the same 
sense as the former, as is clearly shown by research into the sources of international 
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law. Apart from the fact that international law is in course of transformation and 
constant evolution, considerable attention must be given in studying it to the socio. 
logical aspect of the problems with which it has to deal. 

The author attaches greater importance to an awareness of reality, which can be 
acquired by a systematic study of what he terms the “compulsive forces” of international 
law, than to Grotius’ “Natural Order”’. 


Rocce (Heinrich). ‘Friedenswissenschaft—eine Aufgabe unserer Zeit”. The Science 

of Peace—A Task for Our Times. Soziale Welt, October 1950, pp. 37-45. 
There is an increasing need for a sociological science of peace going beyond diplomatic 
studies in the narrow sense of the word. Such a science would begin with a study of 
social peace within nations, and then apply the same concepts to international life, 
After giving some detailed information on the history of “scientific pacifism”, the study 
suggests possibilities for a pragmatic and casuistical science of peace and for more system- 
atic study. These disciplines have ‘still to be methodologically worked out and their 
specialized branches co-ordinated. 


B. Tue Unirep NATIONS AND SPECIALIZED AGENCIES 


Comnene (N. P.). ‘“Grandezza e decadenza della Societa delle Nazioni”. Comuniti 
Internazionale, July 1950, pp. 397-408. 
The League of Nations, which was set up in an Anglo-Saxon rather than a Latin spirit, 
soon disappointed the small countries; it was not a precise legal and constitutional 
instrument, and it proved incapable of upholding the peace. The Vilna and Corfu 
incidents clearly proved the absence of a genuine international spirit among its member 
countries, which, in addition, were able freely to leave the Organization and refuse 
jurisdiction by the International Court. The Geneva Protocol (1924), which provided 
a partial solution, was never ratified, and the principle of unanimity paralysed the 
League’s action. In the light of that failure, the Charter of the United Nations, with 
its system of sanctions, marks a clear step forward, although it is hindered by the right 
of veto in the Security Council. The partial abandonment of national sovereignty 
by means of regional unions is the only solution offered by the present world situation. 


Aco (Roberto). ‘“Comunita internazionale universale e comunita internazionali 
particolari”. Comunita Internazionale, April 1950, pp. 195-202. 
No country lies entirely outside the modern international community, owing to the 
rules laid down by general international law. The League of Nations, and later the 
United Nations, endeavoured to attain complete universality in this field, but they were 
able to include only those States which were parties to the international agreements by 
which they were set up. Nevertheless, we have witnessed the birth of more limited 
international communities. Thus, the Commonwealth is the product of a dissociation 
rather than of an association. Similarly, the Arab League, the Organization of 
American States and the Council of Europe are limited associations, bound by special 
' rights. Even though certain countries are members of several of these communities, 
they nevertheless continue to exist internationally in their own right and, even in 
their relations with each other, remain subject to general international law. These 
limited communities are a progressive factor in the gradual movement towards a closer 
union among all nations. 


Perry (Clive). ‘The Secretariat of the United Nations”. World Affairs, July 1950, 
PPp- 350-364. 

The Secretariat of the United Nations has succeeded that of the League of Nations, 
which had successfully fused the great administrative traditions of Great Britain and 
France. But this new body is more ambitious and has more power. Its location in 
the United States, its staff and budget in part American, have made for a great difference 
which is reflected in the organization’s vocabulary and habits. It has a tendency to 
play a more active role, and the tradition inherited from British administration, where- 
by “children should be seen and not heard’”’, seems dead. The author fears for the 
consequences at the international level. 
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“Jssues before the Fifth General Assembly”. International Conciliation, September 1950, 

Pp. 329-420. 

Although the year which is drawing to its close has seen no progress in the conclusion 
of peace treaties or the control of armaments, yet the United Nations, at the Fourth 
Session, used its power to maintain peace and security in the world. Similarly, it 
made a considerable contribution to assistance to the under-developed countries. 

The report summarizes the various questions raised in the Security Council: 
admission of Nationalist China, the Korea conflict, the Italian colonies, Palestine, 
Greece, Spain, government representation in the United Nations, admission of new 
members and, in this connexion, the ruling of the International Court of Justice. In 
the course of the session, the General Assembly also dealt with ways of controlling 
armaments, with the atomic bomb and with international co-operation. 

The Secretary-General suggested possible new ways of securing pacification and 
agreement among the Big Powers; there is some controversy regarding his re-election 
on 1 February 1951. 

New plans have been drawn up to liquidate the refugee and displaced persons prob- 
lem, and a statute has been worked out for stateless persons. 

Four questions on “Human Rights” were included in the Assembly’s agenda: two 
on the drafting of a declaration of rights, and two on their infringement by certain 
countries (Central Europe, Union of South Africa). 

The programme of assistance to under-developed countries, adopted by the General 
Assembly last November, is now being carried out, and large sums have already 
been allocated to;,this purpose. Numerous recommendations have been made in 
connexion with the Assistance Programme, with a view to providing full employment 
and avoiding economic depressions. 

Unicef is to extend its field of action and to start at once dealing with long-term 
problems. 

The General Assembly considered the question of trust territories; it has asked for 
an advisory opinion by the International Court of Justice on the status of the Union 
of South Africa. 

The report concludes with the discussion on the possible establishment of an inter- 
national criminal court, and with a few administrative questions, such as the voting 
of the United Nations budget. 


MacKENzIE (Melville). ‘International collaboration in health”. International Affairs, 
October 1950, pp. 515-521. 

The idea of health and of health services is making tremendous progress throughout 
the world. The universal nature of these problems has of necessity led to increasingly 
extensive international co-operation, most recently expressed in the setting up of the 
World Health Organization. The Organization had immediately to solve the delicate 
problem of defining its sphere of competence. It decided to deal in the first place 
with medical questions of genuine international importance or concerning which its 
activities would be of immediate value, such as world epidemics, quarantine problems, 
standardization of medical products, reports on epidemics and questions of nutrition. 
After a brief study of the administrative organization of WHO, the author concludes 
by emphasizing the precedent created by the Organization in the evolution of 
international co-operation. 


Jacops (Samuel K.). “The United Nations International Children’s Emergency 
Fund: an instrument of international social policy”. II. The Social Service Review, 
September 1950, Pp. 347-373- . 

In the second part of his survey (cf. ibid., July 1950), the author examines Unicef’s 

achievements. He begins by showing the influence of the experience gained by UNRRA 

—Unicef’s true predecessor—and goes on to discuss general policy. This policy was 

governed by a terrible dilemma: a choice had to be made between immediate help to 

starving children and long-term programmes. In practice, an endeavour was made to 
maintain a very flexible balance between the two requirements, despite the notorious 
lack of funds. Finally, Unicef showed itself to be a very effective instrument, as well 
as the only international specialized body combining representatives of both blocs in 
its directorate. In the circumstances, the Social Commission of the United Nations 
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was bound to approve the maintenance of the body, with a programme directed parti. 
cularly to the backward countries. 


Moun (Paul). “Jerusalem and the United Nations’. International Conciliation, 
October 1950, No. 464, pp. 421-471. 

At no time and in no other region of the world have the fluctuations of history been 
manifest in so small an area as that of the troubled earth of Palestine. Once a tradi. 
tional Holy Place, it has today become a battlefield of opposing Jews and Arabs. The 
author begins by studying this traditional aspect of Jerusalem and the other Holy 
Places, which he lists, showing how the conflict of Arab, Jewish and Christian inter. 
ests made the question of the Holy Places an international problem. In the second 
part, he studies the political aspect of the problem of Jerusalem, both in the past and 
today (especially the work of the United Nations and the attempts at pacification), 
Finally, Mr. Mokn shows the state of the problem after the end of the mandate, and 
draws from this parallel seemingly inevitable conclusions concerning the need for an 
international status for Jerusalem. 


Sorst (Ugo). ‘Agricultura, bonifica, emigrazione in rapporto all’organizzazione 

internazionale”. Comunita Internazionale, July 1950, pp. 424-436. 
The population problem in Italy provides a huge field for action by the international 
organizations. The necessary improvement of the soil and of agriculture demands 
technical competence and capital which can be provided only by bodies such as FAO 
and ERP. But despite such measures, together with genuine agricultural reform, mass 
emigration cannot be avoided. That emigration, which is chiefly agricultural, should 
be studied by United Nations experts. Valuable labour might thereby be provided 
for agriculture in certain foreign countries. 


C. Types oF INTERNATIONAL ORGANIZATION 


Furniss (Edgar S.). “The United States, the Inter-American System and the United 
Nations”. Political Science Quarterly, September 1950, pp. 415-430. 
The author here studies the history of the Inter-American System from 1944 to 1950, 
comparing the endeavours of the inter-American Conferences with the results of Uno’s 
work; he shows that these conferences might be used as examples of international 
conciliation and collective security. The method of the so-called “progressive” 
security treaties might be fruitfully applied to the United Nations, on the lines of 
the ideas expounded in UN in 1945 by some of the American delegates, themselves 


upholders of the regional theory. 


Eayrs (James). ‘Canadian Federalism and the United Nations”. The Canadian 

Journal of Economics and Political Science, May 1950, pp. 172-183. 

In the light of an article by Professor H. F. Anzus, the author studies the influence on 
the conduct of Canadian foreign affairs of the division of legislative powers between 
the Federal Government and the Provincial Governments. In particular, he brings 
out the similarities of the Charter of the United Nations and the Canadian Constitu- 
tion, in order to show the danger of split powers. 

It seems that Canada has no very clear understanding of the present Anglo-Saxon 
world. The author therefore sets out the work done by Canada in the United Nations, 
and shows the importance of this Dominion’s part in the common task. He concludes, 
like Professor Anzus, that the progress of world events cannot be slowed down to the 
pace imparted by Canadian thought and action to that Dominion’s constitutional 


development. 


D. UNDER-DEVELOPED CouNTRIES 


Hsin-Pao (Yang). ‘Guideposts for the Point IV Programme”. Human Organization, 


Autumn 1950, pp. 22-26. 
The essential purpose of the Point IV Programme must be to conquer famine in the 


under-developed countries. Examples show that its success depends not only on the 
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application of science and technology, but also on the combined utilization of a large 
number of social science disciplines. This is particularly true as regards the problems 
raised by the transformation of the socio-economic status of the farmers of the Middle 
and Far East. The execution of the programme requires continuous contact with 
the local populations and, consequently, a hard fight against racial and anthropocen- 
tric prejudices on the part of the technical personnel. Basic anthropological data 
makes it possible to reduce tensions resulting from the introduction of new techniques. 
The article is followed by a summary of a lecture given by Mr. Afif I. Tannous on the 
role of social science experts in the application of Point IV. 


J] problema dello sviluppo delle economie arreriare’’. (The problem of the develop- 
ment of backward economies). Comunita Internazionale. October 1950, pp. 584- 
592. 

The insufficient economic development of the greater part of the world, which has 
reduced 70 per cent of its population to misery, can be combated only by energetic 
State intervention and by help from outside. Such intervention should aim at pro- 
viding a sound basis that would attract private investment, at doing away with bottle- 
necks and solving difficulties relating to the balance of payments. At the same time, 
only international credits can enable under-industrialized countries to maintain an 
excess of imports during the initial phase of their development. Such aid, made 
available by the more fully-developed economies, would also have the advantage of 
helping the Jatter’s prosperity by providing opportunities for the export of production 
goods and by the establishment of a new balance of world trade, which would make it 
possible to industrialize the under-developed areas. Such a policy is most likely to 
succeed within the United Nations system. 


Henry (Paul). ‘“L’aide américaine et le développement de l’Afrique frangaise.” 

Politique étrangére, June-July 1950, pp. 305-316. 
The problem of American aid to French Africa is an urgent one. This aid, which 
has for years formed a normal part of the Marshall Plan programme, has now been 
replaced at world level by Point IV, which defines the assistance to be rendered to 
under-developed countries. The author here studies the achievements of that scheme 
and of ECA in this sphere, and shows, in the light of the emergence of new demands, 
in what way American technical aid can be given. In particular, the article draws 
a comparison between French Africa’s financial needs and the possibilities of financial 
aid from the United States. The author does not conceal the difficulties inherent in 
this problem. Once lost in the maze of Marshall Plan procedure, the solution must 
today be sought in what the author calls the vague and woolly Point IV proposals. 
The closer the contact between France and the U.S.A. the better the chances of finding 
a solution. 


E. PopuLaTION PROBLEMS 


Hatt (Edward T.). ‘Military government on Truk”. Human Organization, Summer 
1950, PP. 25-30. : 

A study of relations between the U.S. Navy personnel and the natives of the Truk 

region (Eastern Carolines) yields many lessons on applied anthropology. The Amer- 


| icans proved wholly incapable of understanding the special culture of the natives, and 


considered them as “niggers”, subjecting them to every racial prejudice. The anthro- 
pologist is powerless in the face of the innumerable incidents which arise out of a mis- 
understanding of local customs, unless he is supported by the military authorities. If 


| good results are to be achieved, the conditions in which the latter will co-operate must 


be studied afresh. 


Mason (Leonard). ‘The Bikinians: a transplanted population”. Human Organiza- 
tion, Spring 1950, pp. 5-15. 

Bikini atoll, selected for atomic experiments, became uninhabitable, and the American 

military administration transferred some 200 natives to Rongerik atoll. However, 

they proved incapable of adapting themselves to their new living conditions, for both 

economic and psychological reasons. Hence it was necessary to choose another island 
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and to carry out a planned social reorganization. Even in the more favourable con. 
ditions at Kili, however, failure to understand the special structure of this backward 
population gave rise to very serious tensions. The political, legal and social problems 
involved in caring for these “displaced persons” can be solved only by a far-reaching 


anthropological study. 


F. TENSIONS 


Grace (Harry A.). “Hostility, Communication and International Tension’’. II, 
Social Group Backgrounds. The Journal of Educational Psychology, March 1950, 
pp. 161-172. 

An enquiry was carried out among 210 students at Columbia University with a view 

to studying the relationship between their demonstrations of hostility in three spheres: 

daily, professional and international. The enquiry confirmed the hypothesis that 
different categories of hostile attitudes can be distinguished in any one field, from direct 
attack to hostility towards oneself and one’s group. Moreover, the degrees of hostility 
expressed in the various fields showed a certain correlation. Again, the individuals 
whose attitudes showed the greatest contrasts also showed significant differences in 
their social backgrounds. It seems that differences in the attitude to international 
questions may be explained largely by differences in physical and verbal contacts with 
the outside world. Consequently, endeavours to promote better international relations 
should try above all to give various groups more direct contact with foreign countries, 


Hutse (Wilfred C.). “The Therapeutic Management of Group Tension”. Ameri. 
can Fournal of Orthopsychiatry, October 1950, pp. 834-838. 

Selected family and therapeutic groups provide an interesting field of research for the 
study and therapy of tensions within social groups. The aim of the treatment should 
not be to eliminate tension and anxiety, but to direct them into socially acceptable and 
useful channels. Thus the individual will feel greater security, due to better control. 
Therapeutic sessions within family groups make it possible to demonstrate the efficacy 
of the new method of treating states of tension and anxiety. 


G. RactAL QUESTIONS 


Jouson (Granville B. I.). ‘An experimental projective technique for the analysis of 

racial attitudes”. The Journal of Educational Psychology, May 1950, pp. 257-278. 
By using six diagrams representing situations which imply a racial element, it is pos- 
sible to make a dynamic analysis of racial attitudes. The author has adapted his 
series to the Anglo-Spanish racial conflicts current in the American South-West, 
and has made a profound study of the various aspects of the new test. By emphasizing 
the two racial stereotypes represented, he studies the racial identification of young 
schoolboys from both groups in relation to their background, period and age, and 
draws up a provisional table of the results thus obtained. In conclusion, a common 
factor in the observed attitudes may be noted, and even some consistency of behaviour 
with respect to different situations. 


StotyHwo (Kazimierz) et Jasicxt (Bronislaw). ‘‘Préba analizy rasowej metoda 
przekorjow korelacyjnych”. (Attempted racial analysis by the method of corre- 
lated sampling). Przeglad anthopologiczny XVI, 4, 1950, pp. 265-285. 

The failure of traditional methods based on a subjective evaluation of the importance 

of the various indices of racial differentiation has led to a search for an objective method 

of assessment. This method consists in applying a statistical technique which enables 
correlations to be established between the various characteristics actually existing 
within any single population. The present article gives a detailed example of the 
application of this method to a demographic unit. This makes it possible to deter- 
mine the axes of racial development on the basis of correlations of real character, 
objectively ascertained : it may even be stated that characters with the strongest posi- 
tive correlation play the most important part in the racial structure of any population. 

Such a statistical process can therefore be utilized to study morphological, physio- 

logical and psychological correlations in man. 
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Horst (Paul) and Smirx (Stevenson). “The Discrimination of Two Racial Samples”. 
Psychometrika, September 1950, pp. 271-289. 

Nineteen anthropometric measurements were made of two groups of differing racial 
origins, the one Japanese, the other Caucasian. The investigation was made in such 
a way as to emphasize the greatest possible differentiation between the groups. The 
statistical method used here is applicable wherever there are a large number of inde- 
pendent variables and one constant factor. This study is based on Gingerelli’s work 
on coefficients of approximate regression. It seems, incidentally, that in every case the 
Gingerelli method is difficult to apply. The method of selecting a small number of 
variables giving the maximum correlation with the chosen criteria is certainly the most 
successful. 


Brack (Percy) and Arxins (Ruth Davidson). ‘Conformity versus Prejudice as 
exemplified in White-Negro relations in the South: some Methodological Con- 
siderations”. The Journal of Psychology, July 1950, pp. 109-121. 

The study of racial prejudices should be resumed with a new formulation of the prob- 
lem. It is not possible to assess the importance of racial prejudices existing in any 
collective unit by referring to abstract ethical ideals; prejudices must be understood 
as deviations from the commonly approved attitude of the collective unit in question. 
Thus the attitude adopted by the South towards the Negro should not lead us to regard 
its inhabitants as psychopaths, seeking in racial hatred an object for their inner frus- 
tration. The method proposed here should enable the degree of tension between races 
of a given social aggregate to be determined on a valid basis. It would also make it 
possible to investigate whether an increase of tension is due to a change of social norms 
or to a more accentuated deviation of certain elements from those norms. Information 
of this kind would be essential for any action aimed at reducing the tension. 


Proturo (E. Terry) and Jensen (John A.). “Interrelations of religious and ethnic 
attitudes in selected Southern populations”. The Journal of Social Psychology, 
August 1950, pp. 45-49. 

Recent studies on racial prejudice prove the existence of a factor of general tolerance, 

but the relation between religious attitudes and that factor has not yet been discovered. 

An enquiry into the attitudes of 625 students at six colleges in the State of Louisiana 

concerning the Churches, the Jews and the Negroes gave an inverse correlation; a 

pro-religious attitude went with greater racial tolerance. 


Zeics (Rose). “Intergroup Attitudes of Gentile, Jewish and Apache Indian Chil- 

dren”. The Journal of Educational Psychology, April 1950, pp. 243-248. 
Contacts between a certain number of American children from varying geographical 
and racial backgrounds provoked reactions which the author here endeavours to ana- 
lyse. Preferences and habits of thought were in general fairly close between Jewish, 
and Christian children, whose awareness of their own reactions was jincidentally 
strengthened by the war, even going ‘so far as ‘to cause them to forget certain basic 
prejudices because of friendship among the “Allies”. Thus the investigation becomes 
particularly interesting when it is remembered that it covered the years 1931 to 1945, and 
that the children interrogated in 1945 seemed to be less apprehensive of differences in 
race and culture than were those interrogated before the war. 


BOOK REVIEW 


by J. STOETZEL 


H. Cantrin, Tensions that cause wars, A Unesco Conference Study, University of Illinois 
Press, Urbana, 1950, 303 pp. ($4.00). 

The work presented by Hadley Cantril is the outcome of a meeting organized by 

Unesco in the summer of 1948 to enable eight men of six different nationalities, 
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specialists in psychology, sociology, psychiatry and philosophy, to exchange views in 
the problem of international tensions. 


In the common statement on which agreement was reached at the close of the 


meeting, the experts expressed their conviction that wars are not necessary conse. | 


quences of “human nature” as such; that fundamental changes in social organization 
and in ways of thinking are essential to the establishment of peace; that the young 
must be educated along new lines, especially so far as nationalist traditions are con- 
cerned; that United Nations organizations must use all means of mass communication to 
facilitate mutual understanding between the peoples; lastly, that in the field of research 
and theory, there is much to be done by specialists in the various branches of social 
science, who can help to make clear to peoples of all nations that the freedom and 
welfare of one are ultimately bound up with the freedom and welfare of all. 

Alexander Szalai, Professor of Sociology in Budapest, whose contribution was 
chosen as the opening chapter of the volume, analyses social tensions and changes in 
the light of Marxist theory. Social tensions are not in themselves either good or bad, 
but must be judged in relation to their historic and social background. On the other 
hand, modern imperialist warfare is an unmitigated evil. It is bound up with capi- 
talism in its last stage and can be eliminated only by the elimination of monopoly 
capitalism. No permanent place can be secured except in a socialist society. Non- 
Marxist social scientists are not properly equipped to analyse such matters; many sup- 
posed laws or traits of human nature, to which other members of the Unesco meeting 
refer, are to be explained by personal attitudes deeply rooted in the class history they 
reflect. International difficulties will not be solved by modifying the social super- 
structure, but by a basic reform of the system of production and by planned action in 
the sphere of social organization and education. Non-Marxist sociologists, either 
through ignorance or misunderstanding, often have utterly false conceptions of Marxist 
theory and practice, on which they may be enlightened by discussion and explanations, 
It would be of great value to initiate an international comparative survey to discover 
the inner convictions and values concerning basic forms of social behaviour with which 
those educated in certain types of schools enter upon social life. 

The role of expectancy in the tensions that cause wars is brought out by Gordon 
W. Allport, Professor of Social Relations, Harvard University. While deploring 
war, we none the less expect it to continue. And what we expect determines our 
behaviour. War cannot be explained by the psychology of the individual: however 
pugnacious an individual may be, he himself is not capable of waging a war; but a 
widespread belief that the social order can be changed only through violence creates an 
expectancy of war. However, personal factors also help to foster this state of mind. 

Just as hate springs from thwarted love, so is it possible for this hostility, which may 
remain subconscious, to be channelled in the direction of war and to produce racial 
and religious prejudice. Tradition and symbols are important factors in expectancy: 
they are almost exclusively of a national or even parochial character. They mark off 
the possible field of action and in times of crisis rule out all solutions but violence. 
People’s ignorance of each other is another important factor; fictitious images, breeding 
feelings of hostility, come to be taken for reality. Unintegrated, impressionable per- 
sons are especially likely to be swept away by aggressive nationalist doctrines. Rigid 
and institution-minded slaves to duty are also inclined to regard the foreigner as a 
menace; a closer study should be made of the development of persons with an altruistic, 
world-minded philosophy. Personal security in childhood is one of the factors making 
for such an outlook. The question of education is also important, because leaders 
with authority behind them are decisive in matters of war and peace; leaders who 
regard war as inevitable are the greatest menace to peace today. To put an end to 
war, we must change men’s habit of regarding armed conflict as a solution for disagree- 
ments; three international organizations, the United Nations, Unesco and the World 
Health Organization may transform anticipations of war into anticipations of peace. 

The long and complex contribution of Harry Stack Sullivan, the late psychiatrist 
of the Washington School of Psychiatry, deals with the problem of international under- 
standing from the point of view of personal relationships. During his development, 
every person has, through his relations with others, acquired certain forms of inter- 
personal behaviour; any event which tends to bring about a change in this pattern of 
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behaviour sets up a tension of anxiety and calls out “security operations”’ for its relief. 
This anxiety and these security operations are inevitable, but they are a powerful brake 
on personal and human progress. One of these defence processes is “‘selective inatten- 
tion”, which prevents us from noticing many of the things happening to us. Family 
education is an apprenticeship for life in society; but parents do not discharge these 
duties satisfactorily and young people discover that the world is different from what 
they were led to believe; they thus suffer anxieties which call the security operations 
into play and these in their turn retard the development of the individual towards 
maturity. The immature cannot understand the more mature, just as the insecure 
cannot form a proper judgment of the more secure, or the unsatisfied of those who are 
contented: they do not realize these deficiencies, owing to the process of “negative 
conceptualization”, which makes us place a negative or privative interpretation on 
characteristics we encounter outside the range of our own experience. It would be 
valuable to make an international study of social apprenticeship systems in various 
societies, beginning with those with most political influence: the “normal” expecta- 
tions and the patterns of social maladjustment would be investigated at each stage of 
development. Immaturity in an individual of adult age is often revealed by thinking 
in stereotypes: in inter-group or international relations, the other, the unknown, the 
stranger, is represented in terms of past experience, and the mechanisms to which we 
have referred prevent any discrimination of differences between this stereotype and 
the real person. It is the role of the demagogue to channel the various insecurities 
of his followers into mass security operations. 

Sullivan claims that it is not impossible for psychiatry to contribute to the problem 
of international tensions. The real problem is to define faulty anticipations in inter- 
group relations and to trace them to the apprenticeship of each people to social life. 
The psychology of peoples should therefore take closer account of national ways of life 
and bring to light the significant details of personal development that in any given 
social organization account for the standard of behaviour. But these are long-term 
projects. At present there is no psychiatric technique to help a delegate to an inter- 
national conference; discussion is of no avail, for he would fall back on security opera- 
tions; but, in his own interest, it may free him from handicaps in his relations with 
other persons, and thus enable him to bring his personal abilities to the cause of 
collaboration. 

Gilberto Freyre, Professor of Sociology in Bahia and Buenos Aires, enlarges on the 
idea that social science must be internationalized. This has often been said with 
regard to history, but it should be extended to sociology. By sociological analysis 
and explanation, a country may be healed of traumas rooted in its history and thus be 
prepared for co-operation with foreign countries without its suffering from any feeling of 
inferiority. Aggressive nationalism is stimulated to a large extent by paternalist dic- 
tators and fraternalist demagogues. Social science, while pointing to the genuinely 
protective function of such attitudes in certain cases, shows that they also serve leader’s 
designs for domination and exploitation. These remarks are particularly applicable 
to South America. But social science may concentrate on a study of mutual interests 
and the transnational aspect of social life within large areas; the scientific clarification 
of complex problems may remove the causes of tensions among neighbouring countries. 
Alongside such nationalistic dictators as Rosas in Argentina, Lopez in Paraguay, Dom 
Pedro II in Brazil, there have been unifying political leaders like King John VI of 
Portugal, who, it is now realized, did so much to reconcile the interests of Portugal and 
Brazil. 

John Rickman, Editor of the British Journal of Medical Psychology, is the second psy- 
chiatrist contributing to this work. Like Sullivan, Rickman feels that psychiatry may 
make a valuable contribution to the study and removal of social, national and inter- 
national tensions. New problems call for new solutions; but they will be evolved 
slowly and are likely to come up against considerable public misunderstanding; if 
he is to achieve any results, the doctor must not let his own research problems interfere 
with his relationship to the persons he is studying: he must listen. The point at issue 
is not aggressive impulses as such, but repressed aggressive impulses. It is the feeling 
of frustration that makes aggressiveness; for as this frustration is often caused by the 
persons we love the most, it arouses feelings of guilt, which in turn set up reactions, 
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reparative actions, for example. The purpose of many social institutions is to help 
the individual make his own readjustments and thus to compensate for his emotional 
insecurity; that is why we cling to our institutions and it is so difficult to modify them, 
War is a social event which solves emotional difficulties by clearly tabulating men as the 
wholly good or wholly bad. Certain political institutions have evolved techniques for 
dealing with discontent: thus, in the United Kingdom, the central authority is divided 
into two portions, the fixed throne, and the Ministry which may be overturned; His 
Majesty’s opposition serves this purpose. At the international level, two problems 
claim our attention: although conflicts are rooted in the struggle for the ownership of 
the means of production, they may be traced back to the impulse toward possession 
of the mother and they are interwoven with feelings of guilt; this is a point that has 
been too often overlooked by the economists. On the other hand, monopolistic owner- 
ship of powerful weapons results in a distortion of the political structure of the possess. 
ing state towards that of an ambitious oligarchy. 


Max Horkheimer, Director of the Institute of Social Research, New York, points 
to the lessons of Fascism. Psychology and pedagogy may, admittedly, contribute to the 
solution of the problem under review, but social analysis is essential. The question 
of father-son relationships in Europe, where the father’s authority must still be reckoned 
with, is by no means the same as in the United States, where children are a threat 
to their immigrant parents in being more adjusted to their new surroundings. Pay. 
chological analysis is not enough: aggressive tendencies in a society cannot be eradi- 
cated by influencing the aggressive drives of the individual. Neither the persecution 
of minorities nor the wars of aggression perpetrated by Germany and Italy were the 
immediate expression of the circumstances and thinking of the common man, but arose 
rather from political and economic structures that followed their own laws. The feelings 
of the masses were only a secondary consideration. At present, a number of factors 
making for national and international tensions are discernible. Modern man shows 
a readiness to pattern his ways of thinking and his behaviour after norms laid down 
from the outside; he can no longer choose between individual elements of conflicting 
philosophies but is faced with the dilemma of taking from them all or nothing. At the 
same time, he is led to adopt a pluralistic personality structure: he applies different 
values in response to different situations, so that there is a dichotomy between public and 
private life. When the leader addresses his followers, his purpose is not to transmit 
rational information but to “introject” his own or the oppressor’s values. In view of 
the social importance of higher education in Germany, it would be worth undertaking 
an enquiry into prevailing conditionsin German universities ; such a study would not only 
bring information to light but would also have a remedial effect: the mere fact of 
being interrogated may lead to a rational reconsideration of emotional attitudes. 


Georges Gurvitch, Professor of Sociology at the Sorbonne, gives a sociological 
analysis of international tensions. Not solidarity, but fear governs international 
relations; the nations accuse each other of bad faith as an escape from responsibility 
or a guilty conscience. Paradoxically enough, international tensions, which are the 
least real, and for this reason the most artificial, are also the most dangerous. We may 
distinguish four groups of factors making for such tensions: (1) national egocentricity, 
(2) emotionally coloured mythology in which nations take refuge, (3) propaganda to 
intensify tensions, and (4) conflicting interests. Owing to the artificial character of 
international tensions, intervention should be easier in this than in the other fields. It 
would entail: (a) compelling nations to seek more exact information about each other; 
(b) eliminating all disloyal propaganda; (c) large-scale cultural exchanges; (d) the 
organization of a permanent international university; (e) economic agreements and 
international economic planning. 

The final chapter, which may be described as a general summing up, is contributed 
by the philosopher, Professor Arne Naess of Oslo. This essay, entiled ““The Function 
of Ideological Convictions” stresses the danger of unconditional statements regarding 
matters still clouded in so much doubt and uncertainty. We need to preserve a criti- 
cal attitude toward general solutions having pretensions to finality; at present, the 
function of social science is to reduce pseudo-knowledge rather than to build up new 
knowledge. Ideologies play a decisive part in the mobilization of public opinion, a 
process of vast importance for the preparation of modern war; they are instruments for 
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organizing hatred, they narrow the vision and dismiss any unbiassed examination of 
ideas as weakness, casuistry or treason. The analysis of ideologies is a defence measure; 
it will reveal how lofty philosophical arguments are invoked to mask the petty interests 
and issues at stake. Concrete studies should be undertaken to show what men have in 
common; as against differences in customs, there is frequently a community of values, 
even in the case of conflicting ideologies where the disagreement is not so much over 
their ultimate aims as over the immediate measures advocated for the attainment of 
those aims. 

Any account of this book would be incomplete without some mention of the critical 
notes interpolated in the text by the various members of the Unesco meeting; through 
them the record we have in this work takes on the character of a dialogue, and the reader 
is encouraged to adopt the critical approach advocated by Arne Naess. 
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